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POSTWAR RECOVERY OF WESTERN GERMAN 
AGRICULTURE 


Parr M. Rave* 
University of Wisconsin and Bureau of Agricultural Economics 


IELDS per hectare of almost every major field crop in western 
Germany in 1949 exceeded their prewar levels. This fact is 
" remarkable. It was ten years or more after the first World War 
' before yields regained their 1909-13 levels. Four years after the 
"end of this second, more exhaustive and infinitely more destructive, 

| World War German crop yields have advanced beyond their high 
" 1935-39 levels. Although planted hectarages have not yet returned 
| toprewar levels, nevertheless the rapid recovery in crop yields is so 
| directly contrary to all predictions that it requires explanation. 
| The extent of recovery in yields is set forth in Table I. 
The 1949 harvest was no freak. The yields in 1948 were also 
high and, in the case of bread grains and potatoes, had already 
" reached prewar levels. The 1948 potato crop yielded over 210 
© double zentner (100 kilograms) per hectare, one of the highest 
ie potato yields ever recorded for western Germany. Of the major 
food crops, sugar beets alone failed to reach their prewar levels, 
_ but even here the yield performance in 1948 was 90 percent of the 
prewar figure. 
> Good weather in 1948 and 1949 unquestionably contributed to 
| these results. There were also years of beneficent weather in the 
| decade that followed the first World War. The important difference 
© is that German agriculture in 1948 and 1949 was able to exploit to 
» good advantage the admittedly favorable climatic conditions. 
_  * From 1945 to 1949 the author served with the Office of Military Government 
| for Germany (U.S.), Berlin. At the time of his return to the U.S. he was Acting 


| Chief, Food and Agriculture Group. The views expressed are not a the 
t 


— of United States authorities in Germany or of the Bureau of Agricultural 
nomics. 
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How has this come about? It was widely predicted that Germany 
would require a decade at least, if not longer, to recover her pre- 
war agricultural productivity. Dr. H. Niehaus, of the University 
of Bonn, unquestionably spoke for his German colleagues (and for 
British and American experts as well) when he stated: “It will 
require many years before the productive apparatus of agricul- 
ture is set in order so that we can think about producing more 


Tas.e I. Prewar AND Postwar YIELDS, SELECTED Crops, 
WEsTERN GERMANY, TRIZONE 


Yields in 100 kilograms per hectare 
Crop Goals for 
Average 1949 1952 under 
1934-38 Marshall plan 

Rye 18.2 23.4 18.5 
Wheat and Spelt 22.2 “6.8 22.5 
All Breadgrains 20 .0> 24.7 20.0 
Barley 21.1 24.5 21.5 
ats 20.6 23.0 21.0 
All Feed Grains 20.8 23.4 21.2 
Potatoes 167.3 185.0° 175.0 
Sugar Beets $27.3 297 .84 315.0 


® Basic Statistics on Agriculture and Food, Bipartite Control Office, Frankfurt 
December 1945. 

> Bizone only. 

© Foreign Crops and Markets, USDA, November 7, 1949, as revised. 

4 1948 yield, Bizone only. From Statistical Annex to the Monthly Report of the 
(U.S.) Military Governor, Berlin, June 1949. 


from the same area than in 1938. It is not to be reckoned with 
before 1952-54... 

Underestimating the speed of recovery in crop yields was not 
confined to German experts alone. Some American and British offi- 
cials were equally pessimistic. The long term plans for German agri- 
culture, drawn up in 1948 under the Marshall Plan, set goals of 
productivity per hectare for 1951-52 that were challenged as being 
unrealistically high. These goals must now be reconsidered, for 
they have in 1949 been reached or surpassed by bread grains, fod- 
der grains, and potatoes, and closely approached by sugar beets. 

The bases on which this recovery rests are real, though perhaps 
surprising. In the first place, a fact that is but little appreciated is 
that the agricultural economy of western Germany was not as 


1“‘Betrachtungen ueber die Zukunft der Landwirtschaft,” in Beitraege zur 
Agrarwissenschaft, Landbuch Verlag, Hannover. No date but probably 1947. 
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seriously depleted during the 1939-45 war as it was in 1914~18. In 
the course of the first World War, crop yields had dropped further, 
livestock numbers were proportionately lower, and fertilizers were 
in relatively shorter supply, than was the case in 1939-45. 

The index of yields of cereal grains (1909-13 = 100) dropped to 
64.1 in 1917, and stood at 75 in 1918.? In contrast, bread grain 
yields in Bizonal Germany, which averaged 20.0 double zentner 
per hectare in 1935-38, also averaged 20.0 double zentner per hec- 
tare in 1939-43. Fodder grains, with yields of 21.2 dz/ha. in 1935-38 
had dropped only slightly to 20.6 in 1939-43. Yields of both pota- 
toes and sugar beets actually averaged higher in the war years of 
1939-43 than in the years of the Nazi “battle for food production,” 
1935-38. In general, German agricultural production in the second 
World War did not exhibit signs of serious disruption until 1944. 

A major reason for the good war-time production record was the 
comparatively satisfactory supply of fertilizers. In 1917-18 the 
indices of the agricultural use of mineral fertilizers had dropped 
(1913 = 100) to 44 percent for nitrogen, 40 percent for phosphates, 
and 90 percent for potash. No reliable figures for fertilizer consump- 
tion in 1944-45 are available for western Germany. However, in 
1943, the indices of fertilizer use in the Bizone (1938-39 = 100) had 
reached the following levels: nitrogen, 72 percent; phosphates, 42 
percent; and potash, 110 percent. As in the first World War, the 
greatest decline was in phosphates, although the index for 1943 is 
misleading due to the unusually heavy use of phosphates in 1938.‘ 

Although German agricultural production in 1946 and 1947 
reached depths that in several instances lie below the comparable 
first World War levels, it remains highly significant that western 
Germany entered the postwar occupation period with its agricul- 
tural productive apparatus less depleted than in 1918. 

In the postwar period, three factors are principally responsible 
for Germany’s quick agricultural comeback: weather; the supply 

2 Agricultural Production in Continental Europe During the 1914-18 War and the 
Reconstruction Period, League of Nations, Geneva, 1943, p. 70. 

* Food and Agriculture Statistics, Bizonal Area, Germany, 1935-1947. Bipartite 
Control Office, Frankfurt, March 1947. 

‘In 1918, there were only about 7.5 kg. of P,O; available per hectare of agri- 
culturally used land; in the Bizonal area of Germany in 1943, although the index 
stood at only 52 percent of 1938, there were still 12.1 kilograms of P,O; available 
per hectare of agriculturally used land, or over 50 percent more than in the fourth 
year of the first World War. See Agricultural Production in Continental Europe Dur- 


ing the 1914-18 War, op. cit., p. 47 (for 1918); Food and Agriculture Statistics, 1935- 
47, op. cit. p. 190 (for 1942-43), 
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of production requisites (especially fertilizers); and the work of 
Germany’s farmers, who have by sheer physical labor largely over. 
come their postwar shortages of draft power, capital, and equip- 
ment. 

Without depreciating the effects of weather or farm management, 
it seems necessary to ascribe much of the credit for postwar re- 
covery in crop yields to the increased supply of fertilizers. In the 
Bizonal area, German fields today are receiving heavier applica- 
tions of fertilizer than ever before, as is shown in Table II. 


II. Prewar Postwar FERTILIZER CONSUMPTION, 


Bizonau AREA, GERMANY® 


Highest prewar level reached Consumption in 1948—49> 
Consumption 

i er As per- 
Fertilizer Y Per Total hectare | cent of 
—_ Total hectare ota of agr. | previous 

of agr. land4 high 

Metric | Kilos | ‘Metric | Kilos | Percent 

N 1939-40 294 ,200 23.3 308,100 25.3 109 

P.O; 1938-39 351,800 28.5 382 ,900 $1.5 lll 

K,0 1940-41 612,300 44.2 611,800 50.3 114 


® Food and Agriculture Statistics, 1935-1947, op. cit. 

» Statistical Annex, Report of the Military Governor, op. cit., p. 186. 

© Based on 1938-39 area of agriculturally used land. 

4 The 1948-49 hectarage was about 1.5 percent below the 1938-39 level. 


The per-hectare applications of fertilizers in 1943-49, compared 
to the previous high, were nine percent greater for nitrogen, 11 per- 
cent for phosphates and 14 percent for potash. Herein lies a major 
reason why the current level of crop yields can be regarded as no 
mere prankish effect of weather. It is the result of sustained empha- 
sis on the need for production requisites, supported by the expendi- 
ture of millions of dollars for needed seed and fertilizer imports.® 

A strict appraisal of the extent of recovery of crop yields after 
the two World Wars is difficult because of admitted statistical bias. 
It is generally agreed that yield statistics in the 1909-13 period 
were too high.® On the contrary, the yield and production statistics 

5 Fertilizer imports in 1948 totaled $89,728,000, seed imports $39,827,000; both 


were financed by the Congressional appropriation for aid to occupied countries. 
Statistical Annez, op. cit., p. 198. 


6 See, for example, Erntestatistik 1935, Statistik des deutschen Reichs, Band 489, 
Berlin, 1936, p. 13. 
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between 1919 and 1925 almost certainly understate the actual 
degree of recovery. Similar tendencies were at work before and 
after this war. Farmers and officials, anxious to make a good show- 
ing in the “battle for production” prior to 1939, can be assumed to 
have erred in the direction of too much rather than too little. The 
statistics for 1948 and 1949, on the other hand, can be regarded as 
fairly reliable. With the aid of U. S. Department of Agriculture 
personnel, a program of scientific yield and production sampling 
was established in the Bizonal area in 1948. Consequently the 
1948 and 1949 harvest reports are variously estimated to be 10 
to 15 percent above the figures that would otherwise have been 
reported by the established German statistical agencies. 

These considerations lead to caution in any too-optimistic ap- 
praisal of the postwar recovery in German agriculture. Neverthe- 
less, the present yields are so much greater than had been believed 
possible that they lose little of their importance even with generous 
estimates of previous bias. 


The Decline in Crop Hectarage 


The discussion thus far has been limited to crop yields. It must 
be noted, however, that the reported hectarages planted to major 
grain crops have not yet returned to their 1935-38 levels. Bread 
grain hectarages in the three western Zones in 1939 were 13 percent 
below 1938. For fodder grains the decline was 20 percent. The area 
in potatoes in the US-UK Zones in 1948 had exceeded the 1938 
level, but a sharp decline in the French Zone brought the total 
potato area for the three western zones down six percent. The 
sugar beet area, on the other hand, had virtually recovered its 
1938 level in all three Zones by 1948. 

In general, the slowness of crop hectarages to return to their pre- 
war levels reflect different causal forces than have operated upon 
crop yields. Shortages of draft power, the general disruption of the 
farm labor supply and the loss of many of the younger and more 
productive workers, and the reaction to coercive and bureaucratic 
measures aimed at policing the farm business are among the many 
reasons for hectarage declines. 

Three principal observations can be made with regard to these 
declines. In the first place, all of the considerable postwar pressure 
on the farmer to deliver his crops to market at the official price, 
and up to June 1948, for well-nigh worthless money, had put a 
premium on underestimates of planted areas. Farmers and local 
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officials combined in a conspiracy, planned or unplanned, to under. 
report crop areas. Although it was relatively difficult to under. 
report total area it was quite possible to report permanent and rota- 
tion pasture areas and “waste” lands generously and crop areas 
very conservatively.’ The desirability of converting as large an 
amount of farm produce as possible to the more easily hoarded 
or black marketed animal products also placed a premium on fodder 
areas at the expense of crops for human consumption. 

In the second place, the laying out of autobahns and military 
highways, the construction of airfields, the ““West Wall’’ fortifica- 
tions, and all the numerous war-time installations took a large 
area of agricultural land out of production. Added to this, the evac- 
uation of urban populations to smaller cities during the war and 
the inflowing hordes of refugees and expellees after the war led to 
substantial conversion of land from farm to urban uses. Much of 
this land will never go back to agriculture. The postwar food 
shortages have also led to frantic efforts to lay out subsistence 
garden areas at the expense of farm land. 

In 1948 the areas occupied by “buildings, roads, railways, waters 
and airfields, sportgrounds, etc.” in the Bizonal area increased 
265,000 hectares, or 17 percent, over the 1935-38 average.® This 
increase alone is more than the total postwar decline in farm land 
areas. Within the category of agriculturally usable land, almost 
one-third of the total decline in the area in crops, meadows, and 
permanent pastures is explained by the tremendous increase in 
garden lands. 

More important than any of the above reasons is the fact that 
the German farmer, exhausted by the war effort, unable to obtain 
new equipment or repairs for his existing machinery, and faced with 
a real shortage of truly skilled and experienced farm labor, has 
inevitably reduced the scale of his operations. Supplied with more 
fertilizers in 1948 and 1949, and spurred by price increases and the 
introduction of a new currency, he has chosen to intensify opera- 
tions on his reduced hectarages. These forces, and two years of 
beneficent weather, have all combined to bring crop yields up with 
surprising rapidity. 

More fundamental changes in the supply of equipment, draft 

7 In the Bizonal Area, from 1935-38 to 1949, arable land areas declined 371,000 


hectares; pasture and meadow areas increased 22,000 hectares. Statistical Annez, 
op. cit., p. 186. 
8 Ibid. 
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power and labor, and in farm prices and the profit and loss balance 
sheet of agriculture will be required before German farmers can 
be expected to return planted hectarages to their prewar levels. 
As outlined above, there is real doubt as to whether they will ever 
be able to recover fully. 


Rebuilding Livestock Herds 


Though they have not yet reached prewar levels in all cases, the 
recovery in livestock numbers has also been gratifying.’ As of 
December 1948 total cattle numbers in the Bizonal Area were 86 
percent of the 1936-38 average; milk cows plus heifers stood at 
92 percent. Both horse and sheep numbers were substantially 
greater than prewar, five percent in the case of horses and 24 per- 
cent in the case of sheep. The slowest (and the most anxiously 
observed) recovery has been in pig numbers. The September 1949 
hog census is encouraging. Between September 1948 and September 
1949 total hog numbers in the US/UK zones increased from 
5,519,100 to 8,069,800, and now stand at 70 percent of their prewar 
figure.!° This amazing increase in the past year reflects the greatly 
improved supply of feed grains and potatoes, and promises a quick 
return to prewar hog numbers, given the necessary feed supplies. 

The rebuilding of livestock herds in western Germany exhibits 
the same accelerated tempo, in comparison with the post-World 
War I period, that was noted with crop yields. Hog numbers in 
1949, four years after war’s end, have reached a proportion of 
their prewar numbers that was not reached until 1926, eight years 
after the end of the first World War." The recovery of cattle 
numbers was somewhat more rapid than hogs in the 1920’s but by 
1926 they were still only 93 percent of the 1913 level. It seems safe 
to assume that the December 1949 cattle census will show an in- 
crease that will place cattle numbers in 1949, four years after the 
end of hostilities, at a level relative to prewar numbers that was 
not exceeded until eight years after the Armistice of 1918. 


Effect on Food Imports 


As welcome as is this recovery of western German agriculture, it 
should not lead to doubt about the seriousness of the German 


* Statisticher Monatsbericht, Verwaltung fuer Ernaehrung, Landwirtschaft und 
Forsten, Frankfurt, February, 1949. 

10 Tbid., October 1949. 

| Statistisches Jahrbuch, 1929, p. 85. 
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food problem. In spite of a good bread grain harvest and a record 
potato harvest in 1948, heavy imports were needed to maintain 
even a minimum dietary level in the Bizonal area of Germany, 
Although the grain harvest totaled 7,899,500 metric tons in 1948, 
it was still necessary to import 5,001,100 tons of grain, of which 
3,233,700 metric tons were bread grains or flour for direct hy- 
man consumption.” Of the total grain available for food and fodder 
purposes in 1948-49, 39 percent was imported. Although the 1949 
harvest is estimated 30 peraent above 1948, it falls far below the 
amounts needed to maintain present ration levels and provide 
fodder for the increasing livestock numbers. 

The critical necessity of continued imports is made clearer when 
consideration is taken of actual grain deliveries to markets. The 
32,518,000 non-self suppliers in the U. S. and British Zones in 
July 1949 had a total of 5,275,000 metric tons of bread grains avail- 
able to them in the crop year 1948-49. Only 2,043,200 tons or 39 
percent came from domestic German production and market 
deliveries. In crude figures, three-fifths of all bread grains consumed 
by the nonfarm population in Bizonal Germany last year were 
imported. The larger 1949 harvest may reduce this proportion to 
one-half or perhaps less; it still will leave the urban population of 
western Germany dependent on large-scale imports of their cereals. 

Two further questions should be raised at this point: (1) What are 
the possibilities of continued expansion in agricultural output in 
western Germany? (2) What are the implications of the present 
level of recovery for future German import policy, and for export 
outlets for U.S. farm products? 


Is Further Intensification Possible? 


A superficial study of the present level of German crop yields 
might lead one to doubt the possibility of any substantial or rapid 
further advances. In the harvest of 1949 the wheat yield for the 
whole of western Germany was 40 bushels per acre. Rye yielded 
35 bushels, barley 45, and oats and mixed grains about 43 bushels 
per acre. The over-all potato yield in 1948 was 317 bushels per 
acre and promises to exceed 270 bushels in 1949. By comparison, 
the U. S. average potato yield was 117 bushels per acre in 1935-39 

12 The figures for the following analysis are taken from the October 1949 Sta- 
tistischer Monatsbericht of the Federal Ministry of Food, Agriculture and Forests, 


Frankfurt. Some statistical series have not yet been extended to cover the French 
zone; where this applies, Bizonal figures have been used. 
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and is even now only about 65 to 70 percent of the German average, 
in spite of the fact that many U. S. and few German potatoes are 
produced by irrigation. 

With present levels of production as high as they are, caution is 
indicated in any predictions as to future advances. Nevertheless, 
the possibilities of further improvement in German agricultural 
output are substantial. Revealing comparisons can be made with 
those countries of northwestern Europe that have dense popula- 
tions and that have greatly improved their agricultural output 
in the past half-century. Denmark, Holland, and Belgium have 
been grouped together, and are here considered as one unit for 
purposes of comparison with western Germany. 

Without exception, in the years 1934-38 the yields of all prin- 
cipal crops in Denmark, Holland and Belgium were substantially 
above western German yields. They are summarized in Table III. 


III. Prewar Crop 1934-88, GERMANY AND 
Nortuwest Evrope CoMPARED* 


Yield per hectare in double German yields 
‘ zentner (100 kilograms) as percent 

Major crops of N.W. 

N.W. Europe Germany” Europe 
Wheat 29.2 22.7 75.7 
Rye 21.8 18.5 84.9 
Barley 29.6 20.5 69.3 
Sugar Beets 342.0 327.0 95.6 
Potatoes 195 .0° 166.0 85.1 


* Yearbook of Food and Agriculture Statistics, UN-FAO, Washington, 1949. 
> Includes the Saar. 


¢ For Denmark: Average of 1931/32-1935/36. 


In the postwar period these yield differentials have continued. 
In 1949, the yield of wheat in Denmark, Holland, and Belgium 
averaged 55 bushels per acre, or 34 percent above the 1949 west- 
German yield. Similarly, rye in northwestern Europe averaged 
40 bushels per acre (15 percent above western Germany); potatoes 
in the three low countries yielded 317 bushels per acre, or 17 per- 
cent above the 270 bushels per acre yield of western Germany. 

Undoubtedly, weather and soil factors enter into these yield 
differences. Germans can hardly be expected to reproduce the 
meliorating influence of the Gulf Stream. They can more reasonably 
be expected to improve their farming practices, particularly the use 
of grassland, and to raise their level of fertilization. In 1935-38, 


. 
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western Germany applied only 88 percent as much nitrogen and 75 
percent as much phosphoric acid fertilizers per hectare of farm land 
as did Denmark, Holland, and Belgium. Potash consumption, on 
the other hand, was 33 percent greater in western Germany. 

It would be naive to assume without further proof that western 
Germany can and should reach the level of productivity that has 
been achieved by Denmark, Holland and Belgium. By the same 
token, western Germany, with a population density far exceeding 
Denmark’s and approaching that of Holland and Belgium, must 
certainly accept the burden of the proof. 

In milk and butter production, the three northwest European 
countries were far ahead of western Germany in the prewar era. 
With 55 cows per 100 hectares of agricultural land, the three low 
countries produced an annual average of 3,270 liters per cow in 
1935-38, or 31 percent more than the 2,500 liter average of western 
Germany, which had only 35 cows per 100 hectares." The three 
countries excelled not only in quantity but also in quality. From 
each million liters of milk in 1935-38, they produced 41.4 tons of 
butter, a figure 13 percent above the 36.6 tons per million liters 
produced in western Germany in the same period. 

These figures reflect a well known fact: Denmark, Holland and 
Belgium have succeeded in developing an intensive agriculture. 
They have done so through a combination of high domestic yields 
plus reliance on world markets for major imports of their bread 
grains and feedstuffs. It is out of these considerations that one 
must draw the chief conclusions regarding Germany’s future food 
import policies, and their implications for world trade and Ameri- 
can export outlets. 


Implications for the Future 


It is highly probable that future western German bread grain 
imports will not greatly exceed the quantity of bread grain she has 
required in the 1948-49 crop year. It is even more probable that 
she will not again import as large a quantity of American bread 
grains in the near future. To date, the needs of Germany have been 
represented at world council tables by the United States and Great 
Brite*1. The funds for this aid have largely been voted by the 
American Congress, through special appropriations “for aid in 


13 Europaeische Ernaerungswirtschaft in Zahlen, E. Woerman and others, Institut 
Fuer — Landbauforschung und Ernaehrungswirtschaft, Berlin, 1943. 
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occupied areas.” In general terms the German authorities to date 
have had no “dollar problem” as regards their grain and food 
imports. 

Two basically important changes have taken place. The estab- 
lishment of the western German government has been associated 
with a progressively greater amount of freedom for Germans to 
engage in trade and in world affairs. The federated western Zones 
have already achieved a substantial measure of freedom in negoti- 
ating their foreign trade. They will achieve more freedom to buy 
where they please in months ahead. 

At the same time, Germany will soon no longer be the object of 
special appropriations for aid. She will become just another nation 
in the framework of the Marshall Plan. Germany must assume the 
responsibilities that go with a greater freedom. Specifically, she 
must export in competition with other western European nations. 
Many of these western European nations are considerably less 
sympathetic to German needs for Marshall Plan funds than Amer- 
ica and Great Britain have been. She must also make plans in the 
certain knowledge that the flow of Marshall Plan aid is tapering 
off. The shifts that can be expected to result in German food import 
practices are already clearly evident. 

(1) She will attempt to transfer food purchases to non-dollar countries. 

(2) She will substitute the cheaper rye for wheat to the fullest extent 

made possible by available world supplies and price relations, and 
by her ability to limit her consumers’ demands for white breads."® 

(8) The proportion of bread grain to fodder grain imports will drop as 

she attempts to restore her livestock herds and improve her dietary 
intake of animal products. 

(4) Among non-dollar countries, she will buy by preference from those 

countries that will accept her exports; she can be expected to orient 


her export price policies around the necessity to enter the industrial 
markets of non-dollar food exporting nations. 


These considerations are of direct concern to American agricul- 
ture and of particular concern to the wheat farmer. In 1948-49, 
the three western zones of Germany took 127,200,000 bushels of 
American wheat, or 25 percent of total U. S. wheat exports. This 
was approximately twice the amount taken by each of the only 


* Out of hoped-for bread grain imports of 3.4 million metric tons in 1949-50 
almost 25 percent, or 800,000 tons, have been scheduled as rye, though it is ques- 
tionable whether this quantity will be available on world markets. See Ernaerungs- 
wirtschaft und Agrarpolitik, speech by Minister Dr. Wilhelm Niklas before the 
Food and Agriculture Committee of the Federal Parliament, published by the Fed- 
eral Ministry for Food, Agriculture and Forestry, Bonn, October 1949. 


12 M. Ravup 


other single large importers of U. S. wheat (Italy, 65,400,000 
bushels, and Japan, Korea and Ryukyu, 64,200,000 bushels). 
It is unlikely that Germany will purchase this quantity of American 
wheat in years to come, if she is given any substantial degree of 
freedom in import policy. She will, on the contrary, be increasingly 
interested in fodder grain imports.’” This is a prospect of basic 
importance that must underlie all U.S. price support and acreage 
control policies. Any return of central or eastern Europe to world 
wheat and rye markets will exert well-nigh decisive economic 
pressure on Germany to transfer her bread grain imports to that 
area. 

The unexpectedly rapid rate of domestic German agricultural 
recovery may well have another and more serious long-term 
effect. A depressed state of German agricultural production, with 
low yields and limited supplies, might well preclude any temptation 
for Germany again to embark on a policy of food autarky. The very 
magnitude of the resulting deficit would discourage even the most 
blindly subsidy-minded government. With a high level of domestic 
output, the gap to be covered becomes smaller and more tempting, 
and the already apparent clamor for subsidy to German grain 
producers would become increasingly more difficult to quiet. If 
western Germany in 1949 had enjoyed the average crop yields 
actually achieved by Denmark, Holland and Belgium combined, 
she would have produced, on her 1949 hectarage, 3,393,300 metric 
tons of wheat and 3,819,700 tons of rye, for a total of 7,213,000 
metric tons instead of the 5,781,000 tons of these two grains 
actually produced. An increase of this magnitude (1.4 million 
metric tons) would have supplied 44 percent of the total amount 
of bread grains that Germany imported in 1948-49. 

It is unlikely in the extreme that western Germany will attempt 
to become largely self-sufficient in cereal grains. The issue, however, 
is one of relative degrees of emphasis. The current high yields may 

16 The Wheat Situation, U. S. Dept. of Agriculture, Sept.-Dec. 1949. This should 
not be interpreted to mean that wheat (or cereal grains) are the only important 
agricultural commodities exported to Germany. Among other products, in 1948 
Germany took 26 percent of U. S. skim milk exports. For the first nine months of 
1949 Germany took 20 percent of all U. S. lard exports, $2 percent of all U.S. soy- 
beans exported, and 25 percent of the exports of soybean oil. Nevertheless, grains 
— the list of U. S. agricultural products exported to Germany in the postwar 
Pent Feed grain imports totaled 1,468,500 metric tons in 1948-49 (Statistischer Mo- 


natsbericht, op. cit., October, 1949); for 1949-50, fodder grain imports have been 
planned at 1.9 million metric tons (see Niklas, op. cit., p. 16). 
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serve as lure to a food-conscious government to devote resources 
to agriculture, with or without subsidization, that might better 
be devoted to the promotion of industrial output and foreign 
trade. 

The temptation for Germany to undertake measures necessary 
to produce an added one to two million tons of grain will be strong. 
It can only be done by incurring production costs that will remove 
the German farmer from any effective long run impact of world 
grain prices. For this reason it will prove important to observe 
carefully the course of German agricultural price and import 
policy in the years immediately ahead. 

Concern about a return to policies of food autarky is currently 
valid only with regard to the long-run development of German 
economic policy. Supported by United States appropriations for 
relief in occupied areas and for Marshall Plan aid, the present Ger- 
man government has conspicuously adopted policies of decontrol 
and economic liberalism that are in sharp contrast to the current 
policies of most of the nations of western Europe. Postwar German 
economic policy has yet to meet the strain of the withdrawal of 
United States aid. When that occurs it may be that the levels of 
German domestic recovery and export activity will suppori the 
continuance of existing German economic policy. The conditioning 
of the German economic reflex that has been afforded by the last 
four decades of German history is, however, a legitimate basis for 
the expression of the caution that is voiced here. 

At present, internal German grain prices are well below import 
prices. American wheat laid down in north German ports (Novem- 
ber 1949) is billed to Germany at $100 or about 420 DM per metric 
ton. The average producer price paid German farmers remains, 
however, at 260 DM per ton, with the differential covered by 
subsidies voted by the federal government.'* The reduction of these 
subsidies through the increase of domestic German grain prices to 
a level more nearly in line with the present maximum of the Inter- 
national Wheat Agreement has been proposed and given serious 
consideration.’® A step of this nature would give German farmers 
an additional incentive to intensify their grain production, and 


18 Arthur Hanau, “DM-Kurs und Getreidedreise,’’ Deutschen Zeitung und Wirt- 
schafts Zeitung, Stuttgart, October 29, 1949, ff. The Laender (State) governments 
are expected ultimately to provide the majority of the funds required. 

19 Hanau, Ibid. 


14 M. Rave 


would have many economically desirable effects on the general 
farm price level, particularly through encouraging greater efficiency 
in the production of livestock products. Nevertheless, the present 
government has decided to maintain the current internal farm 
price level, and has requested the necessary subsidies from the 
federal parliament.”° 

The subsidies are in effect import or consumer subsidies, By 
maintaining internal farm prices and thus food prices below world 
levels it is argued that Germany’s competitive position in industrial 
export markets will be enhanced. The decision to continue the 
subsidies therefore involves considerations that extend well beyond 
the field of farm price policy. 

For the time being, the German farmer is currently producing at 
a disadvantage, judged by present world grain prices. The eco- 
nomic reasoning and political climate, which can be called “con- 
sumer protectionism,” which at present hold internal German 
prices below world market levels can easily be reversed to protect 
the German producer, should world prices fall. If prices fall sharply, 
this protection would almost certainly appear. 

As unpalatable as it may appear to American farmers, particu- 
larly wheat growers, a slow but substantial drop in world wheat 
prices should set the stage for several desirable developments in 
German farm policy. A lower world price level would encourage the 
removal of present subsidies and the adjustment of internal Ger- 
man prices to a world market basis. This would at present give the 
German farmer a needed price incentive to intensify his grain 
production efforts. At the same time, while the new German 
government is yet young and uncommitted to a policy of permanent 
subsidies and food autarky, it would establish a linkage with world 
markets that from almost any standpoint is to be hoped for on the 
part of a future peaceful Germany. 

Viewed in this light, the current recovery in German agricultural 
output, which has been outlined above, could be welcomed without 
reservation. Without the necessary added developments leading to 
an integration of Germany into the world market economy, how- 
ever, the good harvests of 1948 and 1949 can only be regarded as 
temporary though welcome relief to underfed Germans and over- 
burdened American and British taxpayers. 


20 Niklas, op. cit., pp. 8-12. 


PROBLEMS IN ESTABLISHING GRADES FOR 
FARM PRODUCTS* 


H. E. ErpMan 
University of California 


HE subject of grading farm products, and particularly of 

[ vcabiishing standard grade specifications, was one of the more 
important of the early projects of the U. S. Bureau of Markets. 
The subject has continued to be an important part of the work of 
Federal and State marketing agencies. Renewed emphasis has been 
given the subject during the past few years in many of the research 
projects concerned with marketing farm products. Some of these 
are so worded as to suggest that the authors overlooked or were 
unaware of some elementary but significant aspects. For instance: 
(1) The range in quality of farm products is wide at best in contrast with 


that for manufactured products. Even the best producers find that 
not all can be “best.” 


(2) Changes in grade specifications for any product merely change the 
proportions which careful grading should place in given grades. 

(8) Changes in the proportions falling in the different grades will change 
total returns to producers only in accordance with elasticities and 
cross-elasticities of the demand for the different grades at the pro- 
ducer levels. 


Range in Quality of Products 


The fact that farm products of low quality continue to appear 
on the market along with good products has concerned many 
persons. It is a matter of common observation that industrial 
products are highly standardized, usually at some acceptable Jevel 
of quality. Agricultural marketers have sought to emulate industry 
by dividing the product into “grades.” Discussions of grading often 
emphasize prices for the top grades, ignoring the fact that other 
grades are also to be sold or otherwise disposed of. 

The contrast between industry and agriculture is striking. Mod- 
ern industry so controls its production processes that the successive 
items which flow from a given production line seem remarkably 
similar to the casual observer. In the case of interchangeable parts 
to be assembled into compound units like motor car engines the 
variations tolerated are extremely small. A writer referring to 
tolerances on critical motor car elements states that “tolerances 


* Giannini Foundation Paper No. 124. 
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...of more than .0001...are unthinkable.”' The assembled 
product must conform “to specified dimensions within limits of 
variation establishing the closest and loosest fits permissible.’ 

As contrasted with most manufactured articles any product of 
nature shows a wide range for given qualities—the lengths of 
fibers in a bale of cotton, the sizes of apples from a given tree, the 
sizes of eggs from a given flock, or the weights of grains of wheat 
in a small sample. In all cases there is a similar pattern of variation® 
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Fic. 1. Frequency curves illustrating the contrast between a natural product like 
apples (curve A) and a manufactured product like toy balls (curve B). 


which commonly tends to approximate the normal frequency 
distribution. Such a frequency distribution is pictured in A of 
Figure 1. Superimposed on this is curve B picturing the frequency 
distribution for a hypothetical manufactured product. 


: Pn Sheffield Corporation, Dimensional Control, Dayton, Ohio, 1942, p. 12. 
id., p. 29. 

_ * It has been said that: “The individual kernels of wheat, for example, vary but 

little in size and appearance, whereas, individual apples or potatoes vary greatly in 

is respect. . . .’’ This is erroneous as would be demonstrated if one were to magnify 

a spoonful of wheat grains to the size of a pan-full of potatoes or, to reverse the pro- 

cess, to view the potatoes from such a distance that they appear as small as grains of 

wheat. (Quotation is from Clark, F. E., and Weld, L. D. H., Marketing Agricultural 
Products in the United States, New York. The Macmillan Co., 1932, p. 358.) 
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The scale at the bottom of the chart is expressed in inches for 
both products to emphasize the contrast. If pictured in this form 
the range in sizes found for certain machine parts would appear 
as a thin line on such a chart as that in Figure 1. Of course the two 
curves would probably be similar if plotted with class intervals 
expressed as standard deviations. 

The higher the degree of control of the production process the 
greater will be the concentration in the central positions and the 
narrower will be the absolute range of variation. Although the 
perfection of certain breeding and cultural practices might tend 
to narrow the range in quality of agricultural products, it inevitably 
remains far wider than is the case with industrial products, even 
for the more skillful producers. Similarity in pattern is strikingly 
shown in Figures 2, 3, and 4, picturing respectively distributions of 
protein content in wheat, albumen heights in eggs, and weights of 
eggs. Discussions of grading such products often seem to overlook 
the fact that in any large sample, the range for any quality in an 
array is a gradual shading from one unit to the next and that all 
grouping into “‘grades”’ is an arbitrary process. 


Location of Boundaries between Grades 


One of the first problems encountered in the establishment of 
standard grades is that of locating boundaries between grades. 
These take the form of provisions in the “specifications” for the 
several grades. When such specifications are changed, there usually 
follows a change in the proportions which graders will place in 
the different grades affected. For example, the recent elimination 
of color as a factor in grading beef carcasses‘ should place some 
carcasses in higher grades then would formerly have been the case. 
Presumably grading is done to maximize returns to sellers. It does 
this by dividing given products into “grades” on the basis of 
attributes which buyers of different classes consider significant. 
Standardizing grades at the determined levels and standardizing 
the names by which they are known merely facilitates bargaining 
once the terms come to be “common language” among buyers and 
sellers. Just where the boundaries between grades should be placed 
will then depend upon the degree to which the various users will pay 


‘U.S. Department of Agriculture, U. S. Federal Register, Washington, Govt. 
Print. Off., vol. 14, no. 173, Sept. 8, 1949. pp. 5519-20. 
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premiums for certain qualities rather than substitute adjacent 
qualities within the ranges available. 

Suppose buyers of apples in an independent market at a given 
time will pay $3.00 a box for “top quality” apples so graded as to 
include 10 percent of the crop, $2.00 a box for “second quality” 
so graded as to include 60 percent of the crop, and $1.00 a box for 
“third quality,” including 30 percent of the crop. A 100-box lot 
would thus gross $180.00. Readjusting the boundary line between 


I. HypotHeticau ILLUsTRATION OF A Net CHANGE Wuicu 
RESULT FROM A SHIFT IN THE BOUNDARY BETWEEN Two GRADES 


Percent Return on 
of lot assumed 
included P bases 
Plan I—Original boundaries 
Grade 1 10 $3.00 $ 30.00 
Grade 2 60 2.00 102.00 
Grade 3 30 1.00 30.00 
Total 100 $1.80 $180.00 
Plan II—Revised boundaries 
Grade 1 8 $3.40 $ 27.20 
Grade 2 62 2.00 124.00 
Grade 3 30 1.00 30.00 
Total . 100 $1.81 $181.20 


the top two grades by changes in the specifications so that, let us 
say, only eight percent fell in the top grade with 62 percent in the 
second grade, would do at least two things. In the first place, it 
would raise the demand schedule for both grades by improving the 
quality of each. That is, the apples excluded from grade 1 to reduce 
its quantity from 10 percent to eight percent of the lot may be as- 
sumed to consist of the poorer apples in that grade; however, the 
apples so excluded should be better than those in grade 2, so that 
their inclusion in the latter grade should raise its quality. In the sec- 
ond place, readjusting the quantity should raise the price of the top 
grade somewhat by decreasing the supply of it by 20 percent and 
should lower the price of the second grade by increasing the sup- 
ply 33 percent. Allowing for both change in quality and change 
in quantity should produce a net change in price which would 
depend upon the elasticity and cross-elasticity of the demand for 
each grade at the particular time. Table I, based on assumed prices 
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and elasticities, suggests the type of problem involved in the fixing 
of boundaries between grades if the aim is maximum returns to 
sellers. 

The problem is obviously not as simple as here pictured. The 
range in quality of any product varies from year to year. (See 
Figure 2, picturing protein content in samples of three successive 
Canadian wheat crops.) In addition, elasticities of demand vary 
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Fia. 2. Frequency curves picturing the distribution of protein content in Canadian 
wheat samples show wide differences from year to year. 


within seasons,’ and doubtless from one season to another. It 
would not be feasible, even if it were possible, to adjust quantities 
falling in the several so as to maximize returns from year to year.® 
The best that can be done is to approximate the best average dis- 
tributions between grades over a period of years. 

Grading is, of course, done at various stages of the marketing 
process. Each operator aims to maximize returns from his sales at 
his stage of the marketing process. There is a great deal of manip- 


5 Mehren, G. M., and H. E. Erdman, “An Approach to the Determination of 
Intraseasonal Shifting of Demand.” This Journal, XXVIII, no. 2, May 1946, pp. 
587-596. 

* However, something approaching such an adjustment is done under some 
marketing agreements when size and quality restrictions are imposed. 
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ulation for this purpose, as when a grain dealer “mixes” grain, or 
when an egg jobber “splits” his grade A eggs into two subgrades 
for sale at different prices under different brands. 

Just how the different crops and products are distributed be- 
tween the several grades is impossible to ascertain from available 
data. It is seldom that the samples tested or portions graded cor- 
rectly represent the entire output. In the case of such crops as corn 
and barley, about a tenth and a fifth respectively is graded by 
government officials. But the portions so graded may well be better 
than the portion kept on the farms for feed. Perhaps this explains 
the fact that for the four years 1937-1940 over 60 percent of western 
barley samples graded number 1 with about 20 percent grading 
number 2.7 

In the case of wheat, a much larger proportion of the crop is 
sampled and graded—perhaps close to 80 percent. Here again there 
is some feeding, with the same tendency to feed the lower quality 
and sell the best. In the period 1937-1940 nearly 36 percent of the 
samples graded number 1, nearly 32 percent graded number 2, 
with number 3 a little over 18 percent. But variations from year 
to year were wide. In 1938 only 31.5 percent of the samples graded 
number 1, while in 1940, 45.6 percent fell in that grade.® 

Current data on the grades of “beef steers sold out of first hands 
at Chicago for slaughter’? represent sales at the world’s leading 
center for fat beef cattle at the very gateway to the world’s big- 
gest aggregation of high income consumers. Such data give us no 
direct clue as to the percentage distribution of the quality of beef 
cattle slaughtered in the United States. Similarly, the quality dis- 
tribution of beef graded annually since the establishment of the 
United States meat grading service represents a sample which has 
been changing from year to year as new classes of handlers have 
begun to use the Federal meat grading service. The proportion of 
lower qualities graded have gradually increased as this inspection 
service has gained wider acceptance.’° 

About two decades ago livestock specialists of the Bureau of 
Agricultural Economics estimated that only about one half of one 


7 Computed from data in U.S. Department of Agriculture, Agricultural Statistics, 
1942, p. 89. 


8 Thid., p. 22. 

® U.S. Department of Agriculture, Crops and Markets. Monthly issues. 

10 UJ. §. Food Distribution Administration, Report of the Director of the Food Dis- 
tribution Administration, 1943. Washington, Govt. Print. Off., 1943, p. 54. 
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percent of our beef supply fell in the top grade, Prime; that per- 
haps four percent was Choice; 22 percent Good; 53 percent Medium 
(now Commercial) ; 17 percent Common (now Utility); and 3} per 
cent in the Cutter and Canner grades." This must have been a 
rough estimate. It would be interesting to know whether quality 
distribution has changed in recent decades. It has been suggested 
that the current distribution of quality within our beef supply 
could be ascertained from grade data accumulated under our war- 
time price control program, but here again difficulties arise, most 
important of which is lack of consistency in the grading during 
that period. It may be pertinent here to ask whether it matters 
that relatively little livestock or meat is sold by grade, or with the 
grade known to the buyer. Would consumers spend more for meat 
if retail cuts were correctly labeled as to grade? 

A study of the frequency distribution curves for different quali- 
ties of a product should throw light on the problem of drawing 
boundary lines between the several grades. So far as the writer 
knows this approach has not been used for this purpose, although 
in a few cases it bas been used to show the nature of the distribu- 
tion of quality in particular crops.” 


Some Frequency Distributions 


The shape of the frequency distribution curve for an agricul- 
tural product will, of course, vary somewhat from year to year or, 
in the case of such a product as eggs, from season to season. An 
illustration of year-to-year variation is given in Figure 2, repre- 
senting the distribution of different percentages of protein content 
in samples of Canadian wheat for the seasons 1941, 1942, and 1943. 
The average protein content of the samples tested was 15.1 percent 
for 1941, 12.8 percent for 1942, and 13.5 percent for 1943." How- 
ever, in the 1942 samples, the curve shows a sharper concentration 
in the modal group than did the 1943 samples—a matter of im- 
portance to specialized bakers. Similar variations occur in other 


4 Davis, W. C., and C. V. Whalin, Market Classes and Grades of Dressed Beef. 
Washington, Govt. Print. Off., 1924, p. 46. (U.S. Dept. Agr. Bul. 1246). 

Viehmann, Catherine M., A Consumers’ Guide to U. S. Standards for Farm Prod- 
a — Govt. Print. Off., September 1944, p. 4 (U.S. Dept. Agr. Misc. 

ub. 

® See, for example, Canada Board of grain commissioners, Grain Research Lab- 
oratory. Protein Survey of Western Canadian Wheat, 1943 Crop (and earlier as well 
as later years). Winnipeg, Manitoba. 

8 Ibid., 1942 report, p. 6. 1943 report, p. 6. 
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crops or products regardless of the particular quality factors used 
as the basis of classifying samples: e.g., size or grade of apples, 
potatoes, or prunes; height of albumen in egg whites; weights of 
eggs; etc. 

Figure 3 pictures the frequency distribution of the height of egg 
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Fic. $. Distribution of albumen heights in two groups of eggs, each consisting of 
210 eggs of medium size as found on 35 California farms during February and 
March, 1948. The “market oldest’’ were the oldest eggs on the ranch awaiting move- 
ment to shipping point at date of visit. Data from W. E. Newlen, Agricultural Ex- 
tension Service, University of California. 


whites in 210 medium-sized eggs just off the nest as found on 35 
California farms and an equal number of eggs on these same farms 
taken as samples from the oldest lots of market eggs on hand at 
the time of the visit. Here no significant change in the distribution 
had occurred as judged by the shapes of the two curves. Instead 
the whole curve had shifted. 

Eggs offer a good illustration of a product in which there is a 
pronounced seasonal change in the frequency distribution of given 
qualities—size, in this instance. The proportion of small and me- 
dium sizes increases to such an extent in the fall of the year that 
the spread widens significantly between their prices and those for 
large eggs. The reason for the changing proportions is that young 
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hens, added to most flocks during the fall months, lay smaller eggs 
than after they are a year or two old. In a flock of Leghorn hens 
for which records were kept the modal group of eggs weighed 19 
ounces during their first October, 23 ounces during the following 


April, and 25 ounces during the second October. The distributions 
for the three periods are pictured in Figure 4.“ 
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Fia. 4. Size distribution of 341 eggs laid by a group of 114 hens: (1) as pullets in 
October, (2) as year-old hens the following April, and (3) as mature hens in their 
second October. In the flock records the weights in grams of the first three eggs laid 
by each hen each month were recorded. We have converted the weights to ounces 
per dozen. Data supplied by I. M. Lerner, Poultry Division, University of California. 


The nature of the frequency distribution curve for the eggs 
arriving in any market in a given month will vary to a considerable 
extent with the proportion in which pullets and laying old hens 
are combined in the flocks supplying the market. Thus, if 75 per- 
cent of the laying old hens were replaced by laying pullets in Octo- 
ber, the proportion of small and medium eggs would obviously be 


4 The data are from the records of 114 individual birds in the white Leghorn 
flock of the University of California at Berkeley. Data supplied by Dr. I. M. Lerner. 
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large. In any case, the curve is quite certain to be “bi-modal” or 
even “tri-modal”’ during the fall. The curve will doubtless be some- 
what further to the right for a market dominated by eggs from some 
of the breeds or strains laying larger eggs. Obviously the propor- 
tions of the different sizes will vary from flock to flock and from 
region to region. Thus, the receipts of large eggs by a California 
organization from a Central Valley region in the middle weeks of 
October were about 50 percent of the total as compared with 62 
percent for a coastal region. In the middle weeks of April 1944, 
about 80 percent of the receipts from the valley region were large 
as compared with 74 percent for the coastal region 

Such regional-seasonal variations in the qualities of various 
farm products doubtless explain numerous instances of interre- 
gional trade in which the statistics compiled on a yearly basis show 
“cross-hauls.” 


Boundaries Are Twilight Zones 


Although the border lines for size classes are pictured in Figure 
4 as clear cut lines, they are really bands or twilight zones under 
most grading practices. When the judgment is rendered by ma- 
chines as in mechanical sizing of eggs, apples, or nuts, the band 
becomes narrow; when the judgment is rendered by human beings, 
it becomes wider, as the basis of judgment becomes less specific. 
It may be quite wide when eggs are classified on the basis of yolk 
shadow as seen before a light. It will be only moderately wide when 
eggs are classified by hand according to size. However, it will be 
wider than by machine-sizing because for the most part the sorting 
is done on the basis of the grader’s judgment of the weights and 
sizes of individual eggs. This cannot be very accurate because of 
the inability of the grader to distinguish between minute variations 
even when consciously noting the weights and probably sizes." In 
practice only an occasional egg is weighed as the grader “comes to” 
and finds himself in doubt about a particular egg or in fact finds 
himself wondering whether his judgment has veered from the 
standard. At any rate, the result is that near the border lines some 
eggs get into the wrong lots—some “‘large”’ get into the “medium” 


16 The differences in this case are probably explained by the fact that in the valley 
region farmers make most of the replacements in the early fall whereas in the other 
region replacements are spread over a longer period. 

16 Psychologists have carefully studied the ability of a person to sense minute 
differences in the weights of objects. See discussion of the Weber-Fechner Law, 
Encyclopedia Britannica, Vol. 23, p. 469. 1930 edition. ; 
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or “extra-large” classes while some of the “medium” or “extra- 
large” get into the “large”’groups. This is true even though the 
grader may be quite accurate as to the percentages of the several 
sizes in a large lot. The problem is sometimes recognized in grade 
standards by providing for specified tolerances. In the operation 
of packing plants employing numerous graders of varying degrees 
of skill and stability, the problem is met by systems of supervision 
and checking. The problem has numerous ramifications which 
cannot be discussed here for lack of space. 


Each Product A Bundle of Attributes 


Every product is a bundle of attributes or qualities, and in many 
instances these are independent variables. For example, every 
product has size, weight, shape, composition, and structure such 
as to give it the characteristics of its class, be it a potato, an egg, 
or a steer. The occasional extreme variation in one attribute which 
rarely occurs may give a particular unit a characteristic non-typical 
of its class. Thus, a three-ounce egg would fall outside even the 
right-hand frequency curve pictured in Figure 4. Within the or- 
dinary frequency distribution, however, the fact that a potato is 
large or small has no particular relationship to its symmetry, 
structural perfection, or nutritive value. The fact that an egg is 
brown or white, large or small, has no relation to the facts with 
regard to its shape, cleanliness, perfection of shell, perfection or 
preservation of interior qualities. Thus, the frequency distributions 
representing the heights of egg whites pictured in Figure 3 might 
well have represented a cross section in any particular size group 
of the distribution pictured in Figure 4. 

If the relative usefulness of the different units of a commodity 
does not vary solely with variations in any one attribute, how may 
one say that a particular lot is “Grade A”’ or “Grade B”’? The usual 
procedure is first to classify the products on the basis of certain 
attributes, particularly such as are likely to be in the class we have 
called independent variables; second, with regard to other attri- 
butes, to note which quality combinations users commonly expect 
in the most desired products and then to set up minimum require- 
ments or maximum limitations for these qualities in the several 
grade categories. 

Thus, apples are first classified by variety, a step usually accom- 
plished in the harvesting process. They are then sorted according 
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to size by mechanical sizers, and sorted into “grades” by persons 
stationed along the sizing tables. The grade in this case includes a 
group of attributes such as degrees of maturity, of coloring char- 
acteristic of the variety, and of freedom from physical defects,” 

Wheat is another good example of a product for which a number 
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Fig. 5. Relationship of the index of defects and the average diameter to the price 
of McIntosh apples, 98 lots sold to Jobbers, Washington Street Market, New York 
City, October and November, 1934. Apples 2.6 inches in diameter with a score of 100 
on the “defects index”’ brought 50 cents per crate more than apples of the same size 
with a score of 40 on the “defects index.”’ Apples three inches in diameter with a score 
of 100 brought 65 cents more than those of the same size but with a score of 40. 
Chart from John R. Raeburn. Joint Correlation Applied to the Quality and Price of 
McIntosh Apples. Ithaca, N. Y. 1939. p. 19. Cornell Agr. Exp. Sta. Memoir No. 220. 


of significant attributes are commonly stated separately. These 
are: class or variety, moisture content, protein content, and such 
defects as smuttiness. The attributes combined in the “grade” are 
weight per measured bushel, damaged kernels, foreign material, 
and an admixture of wheats of other classes.1* Creamery butter, 
on the other hand, is a good example of a product for which most 
of the quality factors are grouped as a grade, or simply as a score— 
e.g., grade AA or U. S. 93 score butter.’® Such scores are appar- 


17 U. S. Bureau of Agricultural Economics, United States Standards for Apples. 
Washington, Govt. Print. Off., 1937. 8 p. (S.R.A.-B.A.E. 154) 

18 U.S. Food Distribution Administration, Handbook of Official Grain Standards 
of the United States. Washington, Govt. Print. Off., 1943. 101 p. See for example 
pages 10 and 11 covering Class VI, White Wheat and its subclasses, A, B, C, and D. 

19. S. Food Distribution Administration, Official United States Standards for 
Grades of Creamery Butter. Reprinted from Federal Register. vol. 8, no. 22, Feb. 2, 
1943. 


YS 

Ry 
| 


EsTABLISHING GRADES FOR FarM Propvucts 27 


ently meaningful to the trade though they are subjective and statis- 
tically misleading. 

A third example in which the intended use of the product deter- 
mines the emphasis which the buyer tends to place on any one 
attribute is fresh peaches. Thus, canners like fairly large fruit both 
because consumers of canned peaches prefer them and because 
they are less costly to handle in the canning process. Canning a 
ton of peaches two and one-fourth inches in diameter involves 
handling 10,640 peaches, whereas at a diameter of two and three- 
fourth inches only 5,934 peaches need be handled.”¢ 

If the peaches are to be eaten out of hand or otherwise used in 
the fresh state in the home, certain structural defects do not matter 
to consumers though they may be serious to the canner. For exam- 
ple, consumers would probably not object to a split pit, but to the 
canner it means that the machinery used for the halving and pitting 
of peaches fails to work so that such peaches must be shunted off 
the line and each peach pitted by hand at an increased cost for 
labor, floor space and equipment. 

In some cases different grade specifications have been developed 
for the several uses of a product. Thus, the state of Washington 
has adopted the potato grades U. S. No. 1 and U. S. No. 2 as its 
official grades but provides additionally that if either of the above 
grades are potatoes of over ten ounces each in weight, they may 
be called ‘““Washington Bakers”’ of the corresponding grade. Fur- 
thermore, the state grades include a Certified Seed Potato grade. 
Obviously, the quality factors emphasized in seed potatoes will 
differ from the emphasis given to potatoes for human consumption 
in the two classes above mentioned.”! 

Again, the United States Department of Agriculture has issued 
standard tomato grades for three distinctly different uses—namely, 
(1) for canning purposes,” (2) for the manufacture of strained to- 
mato products,” and (3) for fresh tomatoes—i.e., tomatoes for sale 


* Canning Peach Advisory Board, The Receiving and Grading of California Cling 
Peaches for Canning. San Francisco, 1943, p. 7. Figures quoted are results of tests 
in the Modesto district in 1942. 

1 Washington (State) Dept. of Agriculture, Washington Standards for Com- 
mercial Grading and Certification of Potatoes, Onions, Tomatoes and Asparagus and 
Seed Potato Grades, Season, 1931. Olympia, 1931, p. 4 and 5. 

# U.S. Bureau of Agricultural Economics, U.S. Standards for Canning Tomatoes 
(1938), Washington, D. C., 1988. 8p. Processed. 

*U.S. Bureau of Agricultural Economics, U. S. Standards for Tomatoes for 
Manufacture of Standard Tomato Products. Washington, D. C., 1933, 2p. Processed. 
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for direct consumption.™* The emphasis placed on the requirements 
or on defects tolerated differs somewhat in each of the three cases, 

In the case of eggs two sets of U.S. grades have been issued to 
meet the needs of different types of buyers. The two are known as 
wholesale grades and consumer grades. These grades are based on 
the United States Official Standards for individual eggs and differ 
mainly in tolerances allowed. Thus, the wholesale grades allow a 
greater tolerance or percentage of lower quality eggs than do the 
consumer grades. The reasoning given is that a wholesale handler 
desiring a carlot of Specials (Grade AA) could not expect to get a 
carlot of exactly that quality without taking some U.S. Extras 
(Grade A) and perhaps some U.S. Standards (Grade B). Before 
he resells these to retailers, he will in most instances recandle them 
to suit the demands of his clientele, and in doing so will be expected 
to adhere to the consumer grades.” 


Current Applications 


References to grades and grading in recent writings omit discus- 
sion of some of the broader implications suggested above. Data on 
increased returns from the sale of graded produce can have signifi- 
cance only if considered in some such way as that suggested in 
Table I. It means little to say that “strawberry growers received 
a premium of $1.00 to $1.25 a crate for berries packed according 
to suggestions of the State Marketing Specialist,” or that “using 
small and low-grade white potatoes for hog-feed helped to raise 
the quality of the stock marketed for food.’’* Results of experience 
with modified grades in a few packing plants are pertinent only if 
such practices are not applied so widely as to affect significantly 
the volume sold under specific grades. 


* U.S. Bureau of Agricultural Economics, U. S. Standards for Fresh Tomatoes. 
Washington, D. C., 1934. 7p. Processed. 

% U.S, Dept. of Agriculture, Eggs and Egg Products. Washington, Govt. Print. 
Off., 1941, p. 26. (U.S. Dept. Agr. Circ. 583). 

U.S. Dept. of Agriculture, U. S. Standards for Quality of Individual Shell Eggs 
Washington, D. C., 1946. 7p. Processed. 

U.S. Production and Marketing Administration, Permissive U. S. Specifications 
and Weight Classes for Wholesale Grades for Shell Eggs. Washington, D. C., 1947. 3p. 
Processed. 

U.S. Production and Marketing Administration, Permissive U. S. Specifications 
and Weight Classes for Consumer Grades for Shell Eggs. Washington, D. C., 1947. 2p 
Processed. 

% United States Production and Marketing Administration. “Marketing Re- 
search Under the Research and Marketing Act of 1946 in the Production and Mar- 
keting Administration.” The Marketing and Transportation Situation, November 
1948, p. 6. 
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A problem that needs consideration in connection with programs 
to eliminate low quality from the market is that of so labelling low- 
quality products as to permit consumers to decide for themselves 
whether they want them at the prices asked. It is probably true— 
though not so represented in grade or preference studies—that 
much of the low-grade stuff that finds its way into the market 
does so through that part of the trade which is willing to deceive 
consumers by careless grading and by failure to label correctly. It 
is of little value to grade products if consumers are confused by the 
labels as is the case when a low-grade product is sold under a fancy 
label which implies quality but gives no facts to guide the con- 
sumer. 


| 
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WHAT HAS HAPPENED TO THE 
AGRICULTURAL LADDER?* 


BARLOWE AND JouN F. Timmons 
Michigan State College and Iowa State College 


THIRD of a century has passed since the concept of the 

agricultural ladder was introduced and established in eco- 
nomics literature. In that time American farmers have gone 
through two land booms and an intervening depression. The pro- 
portion of farm tenancy climbed from a national average of 38 
percent in 1920 to over 42 percent in 1930 and 1935 and then 
dropped to 27 percent in 1948.' Also, numerous public programs 
designed to favor farm ownership and to support farm price levels 
have been developed. 

What has happened to the agricultural ladder during this period? 
Is it still as important as it seemed a generation ago or has it fallen 
into general disrepute? Do young farmers today go through a 
sequence of tenures in their climb to farm ownership, or have they 
found new methods that enable them to move from their status as 
family workers or landless laborers to farm ownership more easily? 
' These are only a few of the questions one could ask concerning 
the present status of the agricultural ladder. Numerous recent 
studies have touched upon this general problem. Many of these 
suggest that the ladder is working with varying degrees of success. 
But in a few cases writers have questioned the successful operation 
of the ladder.” In view of the confusion that has developed around 
this concept, it is the purpose of this article to examine the nature 
and background of the agricultural ladder and to appraise its role 
in today’s agriculture. Much of the data used in this analysis has 


only recently been made available by the national farm ownership 
survey.® 


* Journal article No. 1104 (n.s.) of the Michigan Agricultural Experiment Sta- 
tion and No. J-1731 of the Iowa Agricultural Experiment Station. 

1 Data for 1948 are from the Enumerative Survey of Agriculture made by the 
Bureau of Agricultural Economics in April, 1948. Cf. Buis T. Inman, “Current Farm 
Tenure Trends,”’ Agricultural Economics Research, 1: 93, July, 1949. 

2 Cf. particularly Lawanda F. Cox, “Tenancy in the United States, 1865-1900,” 
Agricultural History 18: 97-105, 1944; and Carl C. Taylor, Louis J. Ducoff, and 
Margaret J. Hagood, Trends in the Tenure Status of Farm Workers in the United 
States Since 1880, B.A.E., U.S. Department of Agriculture, July, 1948, (processed). 

*In this survey, conducted by the Bureau of Agricultural Economics in 1946, 
mailed questionnaires were sent to 154,000 farm owners whose names had been se- 
lected at random from the 1945 Census Farm and Ranch Schedule summary books. 
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What is the Agricultural Ladder? 


The term “agricultural ladder” first came into popular and pro- 
fessional use around the close of World War I.‘ The general theory 
of the ladder, however, is generations old. Like the popular belief 
that every young man has an opportunity to start at the bottom 
and work his way to the top of his chosen field of endeavor, its 
roots are deep in American tradition. 

As outlined by Spillman, the agricultural ladder included four 
stages or rungs: (1) the period spent as a youth or unpaid family 
laborer on the parents’ home farm; (2) the hired man stage; (3) 
the time spent as a tenant operator, and (4) owner-operatorship. 
Under this interpretation the farm owner climbs the basic ladder 
if he touches all four rungs on his way to ownership. However, 
he may skip any single rung and still be considered as one who has 
climbed the ladder. In some instances, those who skip two rungs 
also might be considered as ladder climbers. Thus, those farmers 
who jump directly from home farm experience to owner-operator- 
ship and those owners with non-farm backgrounds who become 
owners after experience as hired hands or tenants really go up an 
ownership ladder even though they skip one or more of the rungs. 

This original ladder concept was enlarged upon and modified in 
later studies. Galpin and Hoag observed “that the gradual ‘ad- 
vance’ of youths into farming corresponded with slow ‘retreat’ of 
veterans from farming.’® Accordingly, they gave attention to the 
landlord stage, “‘the owner’s retreat or retirement,” as a final step 
on the ladder. More additions were recognized by the 1923 Year- 


Answers were received, coded, and tabulated for approximately 38,000 owners in 
the nation and approximately 17,000 owners in the Midwest (the 12 North Central 
States plus Kentucky). For reports on these surveys see Buis T. Inman and William 
H. Fippin, Farm Ownership in the United States, U.S. Department of Agriculture 
Miscellaneous Publication 699, 1949; John F. Timmons and Raleigh Barlowe, 
Farm Ownership in the Midwest, North Central Regional Publication 13, Iowa Agr. 
Expt. Sta. Research Bulletin 361, 1949; and Max M. Tharp, Farm Land Ownership 
in the Southeast, Southeast Regional Publication No. 4, South Carolina. Agr. Expt. 
Station Bulletin 378, 1949. 

‘ A review of the literature suggests that the term “agricultural ladder” was first 
used in connection with W. J. Spillman’s studies aroung 1918. The term is employed 
in the following articles published in 1919: W. J. Spillman, “The Agricultural 
Ladder,” American Economic Review, Supplement, 9: 170-179, March, 1919; C. J. 
Galpin and E. F. Hoag, Farm Tenancy—An Analysis of the Occupancy of 500 Farms, 
Wisconsin Agr. Expt. Sta. Research Bulletin 44, 1919; and C. C. Caldwell, “Climb- 
ing the Agricultural Ladder,” Wisconsin Agriculturalist, 43: 1-3, April 12, 1919. The 
concept of “tenant farming as a step toward ownership” had been presented earlier 
by Spillman and E. A. Goldenweiser in their article “Farm Tenantry in the United 
States,” U.S. Department of Agriculture, Yearbook, 1916, pp. 321-346. 

® Op. cit., p. 6. 
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book of Agriculture article on “Farm Ownership and Tenancy” 
which lists seven ladder rungs: wage laborer, sharecropper, other 
tenants, mortgaged part owner, part owner, mortgaged owner, and 
full owner.® Recognition of the importance of non-farm employ- 
ment as a source of farming capital in some areas brought the listing 
of non-farm employment, both rural and urban, as an additional 
step towards ownership.’ 

The concept of the agricultural ladder used in these studies js 
essentially one of individual tenure progress—together with its 
counterpart, progress in capital accumulation. The young farmer 
starts out with little besides his ability as a worker and his ambition 
and determination to become an owner. As a hired hand or tenant 
he gains valuable experience and acquires the initial fund of capital 
needed to continue his climb toward farm ownership. 

The sequence of rungs rising from status as an unpaid family 
laborer or hired hand to the owner or landlord stages suggests a 
definite graduation of tenure status groups and implies that each 
successive group has higher tenure status than the preceding one. 
This concept is somewhat artificial and cannot be accepted without 
reservations. Generally speaking, the successive rungs often do 
represent progress in financial standing and independence of con- 
trol. But they do not always represent progress in individual well- 
being. Tenants in some areas own personal property of higher 
value than the real and personal property possessed by owners in 

6L. C. Gray, C. L. Stewart, H. A. Turner, J. T. Sanders, and W. J. Spillman, 
“Farm Ownership and Tenancy,” U.S. Department of Agriculture, Yearbook, 1923, 
p. 548. For a number of other new rungs to the ladder see J. L. Hypes and J. F. 
Markey, Genesis to Farming Occupations in Connecticut, Connecticut (Storrs) Agr. 
Expt. Sta. Bulletin 161, 1929. The need for distinguishing between encumbered and 
unencumbered ownership is stressed by Carl F. Wehrwein in his article, “The Post- 
Ownership Steps on the ‘Agricultural Ladder’ in a Low Tenancy Region,” Journal of 
Land and Public Utility Economics, 6: 65-73, 1930. The separation of paid family 
workers from unpaid family workers and hired hands is suggested by William Ten 
Haken, “Land Tenure in Walnut Grove Township, Knox County, Illinois,” Journal 
of Land and Public Utility Economics, 4: 189-198, 1928. Another modification in- 
volving differentiation between tenants who are owners-in-prospect by virtue of 
kinship to their landlords and tenants who enjoy no such advantages is suggested 
by E. D. Tetreau, “The Agricultural Ladder in the Careers of 610 Ohio Farmers,” 
Journal of Land and Public Utility Economics, 7:237-248, 1931. ' 

7 Cf. Lorian P. Jefferson, “A Study of Farm Ownership in Massachusetts,” This 
Journal 5: 214-231, 1923; B. H. Hibbard and G. A. Peterson, How Wisconsin 
Farmers Become Farm Owners, Wisconsin Agr. Expt. Sta. Bulletin 402, 1928; Carl F. 
Wehrwein, “The Pre-Ownership Steps on the ‘Agricultural Ladder’ in a Low 
Tenancy Region.” Journal of Land and Public Utility Economics, 4: 417-425, 1928; 
and J. O. Rankin, Steps to Nebraska Farm Ownership, Nebraska Agr. Expt. Sta. 


Bulletin 210, 1926. 
8 Cf. Gray et al., loc. cit., p. 548. 
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other parts of the country. Mortgaged owners sometimes find them- 
selves with less equity in their farming capital than debt-free part- 
owners or tenants. Also, tenants frequently find themselves better 
off operating going farms under the supervision of capable land- 
lords than when they try to operate their own places with insuf- 
ficient capital or experience. 

Most farm owners climb some kind of an agricultural ladder. 
This does not mean, however, that the only direction of movement 
on the ladder is upward. In periods of adversity, farmers very often 
find it difficult, if not impossible, to retain their positions on the 
ladder. In such cases, owners sometimes slide back to the tenant 
rung, and tenants to the laborer or sharecropper rungs. Individual 
tenure histories often reveal irregularities or oscillations in move- 
ment on the ladder. Studies that involve tenants and laborers 
indicate that some farmers acquire ownership only to lose it while 
others aim at ownership but fail to attain this goal. 


Broader Implications of the Ladder 


The elementary concept of the agricultural ladder outlined by 
Spillman and others differs considerably from the more general- 
ized, and less realistic, concept held by the general public. This 
more popular concept of the ladder, described as the “‘traditionally 
conceived agricultural ladder,”® generalizes from the cases of 
owners who have successfully climbed the ladder to the assumption 
that the great bulk of the men in the farming population can and 
should work their way up to farm ownership during their lifetimes. 
In many respects it reflects an intermingling of the glorification of 
family farm ownership as a goal in tenure policy with a considerable 
element of Horatio Algerism. It is this broader concept of the 
ladder that has been challenged most in recent years and that is 
particularly vulnerable to criticism. 

This popular idea of the ladder finds its home pretty much 
limited to the heart of the Midwest. Farm boys have become own- 
ers in all parts of the country. But data show that it is the owner in 
the Midwest who has made the most extensive use of the hired hand 
and tenant rungs.'° Even in this region, however, a considerable 


* Cf. Taylor et al., op. cit., p. 1. 

1° Questions were asked of all farm operators in the 1920 census concerning their 
previous farming experience. While it is generally conceded that many farmers failed 
to give complete reports, it may be noted that two-fifths of the owners in the nation 
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proportion of the owners have not had hired hand or tenant experi- 
ence. Spillman’s early study of farmers in five Midwestern states, 
for example, shows that only a fifth of the owners had gone through 
all four of his stages while more than a third of them had jumped 
directly from home farm experience to ownership." 

Much of the sentiment expressed concerning the past operation 
of the ladder and the farmer’s opportunity to climb it is based on 
an idealistic and frequently exaggerated view of the real situation.” 
When the ladder concept first became popular during the second 
decade of the present century it was easy to be optimistic concern- 
ing the opportunity of young farmers to become owners. At that 
time the total number of farms in the country was still increasing; 
a long continued upward trend in land values made farm property 
an attractive investment; the size of the average farm was just 
beginning to respond to mechanization; and farm incomes were 
quite favorable as compared with non-farm incomes. 

In the last three decades, however, a number of factors have 
conspired to change this situation. Farms have tended to hecome 
larger and fewer. Unfavorable price situations during the interwar 
period brought a reversal in land value trends, thus discouraging 
early farm retirements. Depression conditions brought reduced 
farm incomes and at the same time slowed the normal farm-to-city 
flow of migration. Farm boys continued to grow to manhood at a 
much faster rate than farms became available for their operation. 


Relation of Age to Tenure Progress 


Studies of the agricultural ladder have depended upon two basi- 
cally different approaches: (1) comparison and interrelation of 
census data on the age and tenure status of farm workers; and (2) 
accumulation and analysis of actual case data on the tenure his- 
tories of typical farmers. Problems of individual tenure progress 
are dealt with most completely by the second of these approaches. 
But the first approach throws considerable light on the extent to 
which the more popular concept of the ladder is operative. Its 


reported no previous experience as wage hands or tenants. The highest proportions 
reporting this type of experience were found in the Midwest and Texas, the lowest 
proportions in New England, the South, and California. 

1 Cf, Spillman, loc. cit. p. 171; also Howard A. Turner, The Ownership of Tenant 
Farms in the North Central States, U.S. Department of Agriculture Bulletin No. 1433, 
1926. 

12 Cf, Cox, loc. cit. 
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use of mass statistical data, however, obscures a number of sig- 
nificant relationships and thus gives a somewhat superficial picture 
of the true extent to which bona fide farmers use the ladder. 

Census data on the age distribution of farmers in the various 
tenure classes have long been used to illustrate the working of the 
ladder principle. The process of climbing from the bottom to the 
top of the ladder involves the passing of time. Generally speaking 
each tenure status group has its own age distribution and the 
average and median age for the group on each successive rung of 
the ladder is higher than that for all lower groups." Data of this 
type, together with the related trend data presented graphically 
in Figure 1, suggest a definite movement of farm workers up the 
ladder with each passing year. Such, of course, is the case. But the 
impression given of individual movement from tenure rung to 
tenure rung is often exaggerated. A large proportion of the unpaid 
family laborers who are now under 25 years of age will be counted 
in the modal age group of owners in another 25 to 30 years. Many 
of these prospective owners, however, will never go through the 
hired hand or tenant stages. Some of them will find non-farm em- 
ployment and will later return to farming. Many others will stay 
on their home farms until they are able to start out directly as 
owners, presumably as a result of inheritance or other family help. 
Still others will become owners with no background of farm experi- 
ence. 

Quite a different interpretation regarding the operation of the 
agricultural ladder results when the census data on the propor- 
tionate distribution of male farm workers 20 years of age and over 
is arranged as in Table I. On their face these data suggest that the 
generalized ladder was not operating as many people thought it 
should in the years between 1880 and 1940. The general trend dur- 
ing this period was toward a decreasing proportion of owners and 
increasing proportions of tenants and laborers.“ 

These data too can be criticized for their failure accurately to 
portray the situation. They ignore the fact that as many as half 
"8 Tabulation of the 1940 Census and the 1946 farm ownership survey data on 
distribution of tenure groups by age for the North Central Region, for example, 
shows that the median age for unpaid family laborers falls in the “under 25 years of 
age” group while the median ages for the hired laborers, tenants, operating owners 
and landlord owners fall respectively in the 25-34, 35-44, 45-54, and 55-64 years 
of age groups. Cf. Timmons and Barlowe, op. cit., p. 895. 


* This trend did not hold uniformly for all years or regions and probably does not 
characterize the period since 1940. Cf. Taylor et al., op. cit. 
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the younger workers on farms do not remain for more than a decade 
or so in agriculture. Most of them are merely working on the lower 
rungs of the ladder while waiting to migrate to off-farm opportuni- 
ties. The inclusion in the total of these and other cases of individuals 
who have no particular ambition to acquire ownership distorts 
the total picture and often leads to unwarranted conclusions. 
Tabulations of census data relative to the operation of the ladder 
I. TRENDS IN DisTRIBUTION OF GAINFULLY EmMpLoYeED Mate Farm 


Workers 20 Years or AGE AND OVER BY TENURE Status, 1880-1940, 
Unitep States AND Nortu CENTRAL REGION® 


Percentage distribution 
Census Year 


Owners Tenants Laborers 
United States (percent) (percent) (percent) 
1880 54.7 18.7 26 .6 
1900 47.4 25.6 27.0 
1920 45.1 28.3 26 .6 
1940 41.4 27.3 $1.3 
North Central Region> 
1880 62.6 16.2 21.2 
1900 53.9 21.0 25.1 
1920 50.3 23 .5 26.2 
1940 46.8 26.3 26.9 


* After Taylor, et al.; op. cit., pp. 25-31; cf. also, John D. Black and R. H. Allen, 
“The Growth of Farm Tenancy in the United States,” Quarterly Journal of Eco- 
nomics, Vol. 51, pp. 3938-425, 1937. 


> North Central Region as defined by the Census—does not include Kentucky. 


are suggestive but the findings based on them are not particularly 
conclusive. In a general way they show movement on the ladder 
but also some backing up of men on the lower rungs. By their 
very nature the reported data obscure many of the important and 
significant relationships and lose much of their value for testing 
the operation of the ladder hypothesis. 

What the census tabulations on age and tenure distribution 
really show is that the operators on farms, both owners and tenants, 
were older in 1940 than in earlier census years." Part of this increase 
in age is attributable to the greater life expectancy now enjoyed 
by farmers. To a much greater extent, however, it reflects a slowing 

4 According to census findings the proportion of farm owners under 45 years of 
age dropped from 44 percent in 1910 to 30 percent in 1940, while the proportion 65 


and over increased from 12 to 20 percent. At the same time the proportion of 
tenants 45 and over increased from 28 to 39 percent. 
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of early movement on the ladder—due to such factors as the 
reduction in the total number of farms, higher capital requirements 
for farming, and the virtual disappearance of the early ownership 
opportunities once easily available under the homestead laws— 
and the failure of the older owners in 1940 to retire from farming 
as early as they did in the World War I period. 


Tenure Experience of Farm Owners 


Case data bearing on individual tenure experience and personal 
progress in climbing the agricultural ladder have been gathered in 
almost every field study that has touched on the subject of land 
tenure. Nation-wide data were assembled in the 1920 Census of 
Agriculture and in the survey of agricultural land ownership con- 
ducted by the Bureau of Agricultural Economics in 1946. Primary 
consideration here will be given to the findings of this recent survey 
of farm land ownership in the United States, and more particularly 
in the 13 Midwestern states, that bear on the functioning of the 
agricultural ladder. 

As a part of the 1946 survey owners were asked to indicate the 
number of years since they were 14 that they had spent “(a) work- 
ing on your parents’ farm without wages, (b) working on farms as 
a hired hand, (c) working at non-farm employment,’* (d) renting 
from others all the land you farmed, and (e) operating your own 
land.” For coding purposes the various stages were designated as 
P, H, N, R, and O respectively. A designation of L was added by 
the editors for time spent as a landlord. 

The size of the sample made it impossible to use much of a case 
or case grouping approach in the analysis. However, an attempt 
was made in the North Central regional study to group the male 
owners according to patterns of tenure experience. In this grouping 
process it was necessary to assume that the farm owners in each 
group had their reported pre-ownership experience in approxi- 
mately the same sequence that the rungs come on the usual concept 
of the ladder. Also it was necessary to disregard the period of years 
spent on each rung. 


16 Tn actual practice this period came to mean any non-farm experience (remuner- 
ative employment, army service, time spent in school, etc.). In future studies it is 
recommended that the classification be divided into two categories (1) remunerative 
non-farm employment, and (2) other non-farm experience (including time spent in 
school or army, etc.). 
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The grouping process first involved the division of the male 
owners into two basic groups: (1) owner operators and landlords 
who had owner operator experience, and (2) landlords who had 
never been owner operators. Owner operators were then divided 
into four main subgroups: (1) those with basic agricultural ladder 
experience—pre-ownership experience as a renter plus an appren- 
ticeship period spent either on the parental farm or as a hired 
laborer (the P/HRO grouping); (2) owners who had been renters or 
hired hands but not both (the H/RO grouping); (3) those who 
had jumped from what appears to be parental farm experience to 
ownership (the PO grouping); and (4) owners who reported non- 
farm but no farming experience previous to owner operatorship (the 
NO grouping). The non-operating landlord group was subclassified 
similarly on the basis of reported experience. When each of the sub- 
groups was divided according to whether or not the owner reported 
non-farm experience, the following classification for the region re- 
sulted.!” 


Percentage 
Tenure experience groups of total 
1. Basic agricultural ladder experience 37 
a. Without non-farm experience (P/HRO grouping) 21 
b. With non-farm experience (P/HNRO grouping) 16 
2. Renter or hired hand experience only previous to owner 
operatorship 9 
a. Without non-farm experience (H/RO grouping) 2 
b. With non-farm experience (H/RNO grouping) 7 
8. Owner operatorship with parental farm experience only 41 
a. Without non-farm experience (PO grouping) 18 
b. With non-farm experience (PNO grouping) 23 
4. Owner operatorship with no previous farm experience 8 
(NO grouping) 
5. Landlords who have never been owner operators 5 
a. Renter but no non-farm experience (RL grouping) ° 
b. Renter plus non-farm experience (RNL grouping) 1 
c. Parental farm or laborer experience only (P/HL group- 
ing) 


7 For a more detailed description of these groupings see Timmons and Barlowe, 
op. cit., p. 899, Table $32. The 13 states of the region include Illinois, Indiana, Iowa, 
Kansas, Kentucky, Michigan, Minnesota, Missouri, Nebraska, North Dakota, Ohio, 
South Dakota, and Wisconsin. The inclusion of Kentucky in the totals for the re- 
gional study but not in the regional breakdown totals for the North Central Region 
in the national study accounts for some lack of comparability in the percentage 
data reported in the two studies. 
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Tenure experience groups Percentage 
of total 
d. Parental farm or laborer experience plus non-farm 
experience (P/HNL grouping) 3 
e. No farm experience (NL grouping) 1 
Total 100 100 


* Less than 0.5 percent. 


This classification indicates (1) that more than a third of the 
owners in the Midwest had basic agricultural ladder experience, 
(2) that almost half of them had gone directly from home farm or 
non-farm experience to owner operatorship, and (3) that approxi- 
mately one out of every twenty owners was a non-operating land- 
lord who had never been an owner operator. Comparison of these 
data with the national and regional totals reported in Table II 
show that the Midwest has the highest proportion of landlord 
owners who have never been owner operators. But at the same time, 
the proportion of Midwestern owners who have gone directly from 
parental farm or non-farm experience to owner operatorship falls 


II. DistrrpuTiIon or MALE Owners BY TENURE EXPERIENCE, 
STATES AND Reaions, 1946* 


Tenure 

groups 

(percent) (percent) (percent) (percent) (percent) 

P/HRO 16 6 20 17 10 
P/HNRO 15 8 17 15 15 
H/RO 2 2 2 2 2 
H/RNO 8 13 7 6 10 
PO 18 15 17 19 16 
PNO 27 $2 23 29 32 
NO 10 22 9 9 12 
RNL 1 1 
P/HNL 2 1 3 2 2 
NL 1 1 1 1 1 

Total 100 100 100 100 100 


* Computed from Inman and Fippin, Farm Land Ownership in the United States, 
United States Department of Agriculture, Miscellaneous Publication 699, 1949, 
Appendix Table 40. 

* Less than 0.5 percent. 
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considerably below the proportions reported in the Northeast, the 
West, and the South. 

These data indicate that the owners in the Midwest used the 
full ladder to a greater extent than the owners in any other major 
region. At the same time, approximately 61 percent of the owners 
in the Midwest as compared with 77 percent in the Northeast, 72 
percent in the West, and 62 percent in the South, reported non- 
farm experience. The information available does not shed much 
light on the actual relationship between non-farm experience and 
the young farmer’s problem in acquiring sufficient capital to buy 
a farm. The implication, however, is that a higher proportion of 
the Midwestern owners have climbed a strictly agricultural ladder 
than has been the case in the other regions. 

Analysis of the situation within the North Central region indi- 
cates a definite inverse relationship between the availability of 
local non-farm employment opportunities and the extent to which 
the owners reported basic agricultural ladder experience. For 
example, almost one-half of the owners in the predominantly rural 
Great Plains states and Iowa reported basic ladder experience as 
compared with less than a third of the owners in the more indus- 
trialized eastern states of the region. Almost three-fourths of the 
owners in Michigan and Ohio reported non-farm experience as 
contrasted with a little over one-half of this proportion in Nebraska, 
North and South Dakota. 

The findings reported above suggest that a substantial amount 
of climbing is still done on the ladder even though a large propor- 
tion of the owners apparently profit from a boost in the form of 
family help. But is the ladder used more or less now than in the 
past? Do the owners of today rely upon it to the same extent that 
their fathers did? 

A measure of the general trend in this regard is provided by the 
following comparison between Spillman’s findings in his study of 
2,112 owners in Illinois, Iowa, Kansas, Nebraska, and Minnesota 
at the end of World War I and similar findings from the 1946 study 
of the 13 Midwestern States.'® 


8 Data from ibid. and Spillman, op. cit., p. 171. In making the Midwestern data 
comparable with those reported by Spillman it has been necessary to disregard the 
cases of those owners who did not have parental farm experience and those who had 
not been owner operators. Breakdowns giving the needed comparable information 
are available on a regional but not on a state basis. Examination of the available 
state data (Timmons and Barlowe, op. cit., p. 902), however, indicates that the pro- 
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Spillman’s 1946 
‘ study, Ownership 
1919 study 
PHRO %1 percent 19 percent 
PHO 13 17 
PRO 82 25 
PO 34 39 
All 100 100 


These data, which apply only to those owners who started as 
boys on their parents’ farms and who succeeded in acquiring owner- 
ship, show only a slight reduction in the proportion of those who 
touched all the rungs on their way to ownership. A significant re- 
duction appears in the proportion of owners in the PRO group, 
while compensating increases appear in the PO and PHO groups. 
The trend suggested may be slight. But there is a strong suggestion 
that tenancy is becoming less important as a stepping stone to 
ownersbip while family arrangements that permit the farmer to go 
directly from his home farm experience (sometimes supplemented 
with non-farm or hired hand experience) to ownership are becoming 
more important. 


Interrelation of Experience with Other Factors'® 


Classification of the owners in the Midwestern study reveals 
that 48 percent are owner operators, 14 percent part-owner oper- 
ators, 13 percent operator landlords, and 25 percent non-operating 
landlords. Further classification shows that 96 percent of the part- 
owner operators claim farming as their principal occupation, as 
compared with approximately four-fifths of the owner operators 
and operator landlords and about half of the non-operating land- 
lords. 

So far as tenure experience is concerned the owner operator group 
reports slightly less than average use of the basic ladder combi- 
nations and slightly more than average use of the PO, PNO, 
and NO combinations. More than half (53 percent) of the part- 
owner operators have used the basic ladder while 20 percent went 
directly from parental farms to ownership. The greatest concentra- 
tion of part-owner operators is found in the Great Plains states, 


portion of owners who followed the basic ladder was somewhat higher in the five 
states Spillman studied than in the region as a whole. 


19 The findings reported in this section are from Timmons and Barlowe, op. cit. 
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a fact that helps to explain their limited use of non-farm experience. 
Except for the fact that 31 percent of the non-operating landlords 
report no owner operatorship experience, the two landlord groups 
have patterns of tenure experience quite comparable to those 
reported by the owner operators. 

The cross-classification of tenure experience with reported prin- 


Tasie III. Tenure or Owners BY METHOD or FARM 
AcquisiT1on, NortH CENTRAL Reaion, 1946* 


Distribution by general method of farm acquisition 


ience Gift or with without steading, All 
caperte: inher- ft or Purchase ft or fore- 
group itance = closure 
itance itance other 


(percent) (percent) (percent) (percent) (percent) (percent) 


All owners 12 16 67 2 100 
Men 8 16 71 8 2 100 
Women 40 16 38 2 4 100 
Men with owner 

operator experi- 

ence 7 17 72 3 1 100 
P/HRO 6 18 72 3 1 100 
P/HNRO 4 13 81 1 1 100 
H/RO 9 13 72 5 1 100 
H/RNO 6 6 82 4 Q 100 
PO 10 23 61 4 2 100 
PNO j 19 69 3 2 100 
NO 7 9 81 2 1 100 


Men without 
owner operator 
experience 12 17 67 1 3 100 


* Source: Timmons and Barlowe, op. cit., pp. 883 and 905. 


cipal occupation shows that 42 percent of the farmer group climbed 
the basic ladder while another 42 percent used the PO and PNO 
ladder. A slightly larger percentage (46 percent) of the retired 
farmers reported PO and PNO patterns of experience. The majority 
of the owners classified occupationally as non-farm laborers used 
the PNO and NO ladders while the majority of the owners who 
were business or professional men became owner operators or non- 
operating landlords after periods of non-farm experience, usually 
preceded by boyhood experience on a family home farm. 
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As Table III indicates, 56 percent of the women owners in the 
Midwest acquired all or part of their land by gift or inheritance, 
In contrast, only 24 percent of the men acquired land by this 
means. Among the men, the landlords who had never been owner 
operators and the owners who used the PO ladder benefited most 
from gifts and inheritances. The least use of gifts and inheritances 
was reported by the H/RNO, NO and P/HNRO groups. This 
suggests that some of the prospective owners not in line for gifts 
or inheritances may have looked to non-farm employment to pro- 
vide them with initial funds of farming capital. 

The data on age at first land acquisition show that except for 
some of the non-operating landlord groups the modal age class for 
each of the tenure experience groups falls in the 25 to 34 year 
category. Between one-third and one-half of the owners in the 
H/RO and PO groups became owners before they were 25 years 
old. But while many owners enjoyed family assistance early in 
their working lives, others received this help quite late—22 per- 
cent after they were 45, six percent after they were 55. 

Although these cross-classifications only scratch the surface in 
tracing the interrelationships between tenure experience and other 
related factors, they do support two general observations. First, 
the most extensive use of the ladder is made by full time farmers. 
This finding would undoubtedly show up even more clearly were 
it possible to separate the cases of the full-time commercial opera- 
tors from the owners who spend a majority of their time in non- 
farm pursuits and from those who own small acreages of the non- 
commercial or part-time farm or rural residential type. Second, 
two principal ladders to ownership are in use—the basic agricultural 
ladder and the PO groupings. With the maturing of the agricul- 
tural economy emphasis apparently is shifting from the first to the 
second of these ladders. Fewer prospective owners are actually 
climbing the complete Spillman ladder to ownership; more are 
using an elevator powered by family assistance. 


The Ladder in Prosperity and Depressions 


The concept of the agricultural ladder was conceived near the 
end of a long period of steadily rising land values and relatively 
prosperous conditions for agriculture. The popular concept of the 
ladder was oversold to the public on the basis of this situation. It 
was easy to advise the farm hand to “stick to your job. The harder 
the better—and give your employer the best that is in you, and 
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you are sure to win.’”?° Numerous examples of men who had climbed 
the full ladder to ownership made this appear as the logical path 
to ownership. 

In the 1920’s, the obstacles of higher capital requirements for 
farming and relatively lower incomes complicated the process of 
climbing the ladder. Still the ladder concept was popular and 
many older owners speculated as to why the younger generation 
was making less progress in climbing the ladder than they had. 
The depression brought farm foreclosures and the backing up of 
people on the farms. Many people assumed that the ladder had 
broken down and was non-operative. Such appeared to be the case. 
But much of this pessimism was unwarranted. Similar develop- 
ments had occurred during the 1890’s and other periods of depres- 
sion. 

In recent years, farm prices, values and wages have gone up 
while tenancy has declined. Presumably, the ladder is working 
again. This cycle in activity on the ladder is well illustrated by the 
Midwestern data which show two high periods of first land acqui- 
sitions: 1917-19 and 1940-42. In both of these periods rising farm 
prices and other wartime conditions encouraged prospective owners 
to buy land, and increasing proportions of first acquisitions were 
reported by all age groups. Between these two peak periods are the 
years of reduced activity in first land acquisitions that followed the 
collapse of the land boom in the early 1920’s and that accompanied 
the depression conditions of the early 1930’s. Even during this 
period, however, new owners continued to appear on the scene 
as some owners bought farms while others succeeded to the owner- 
ship of family farms. 

As this brief description suggests, the popular concept of the 
ladder works best in periods of prosperity. In this sense it reflects 
the business cycle and can be compared with the changes in socio- 
economic status enjoyed by other general segments of the popula- 
tion. In a more accurate sense, the ladder is used by prospective 
owners at all times in spite of business conditions. In some periods, 
they find it more possible to accumulate capital than in others, 
but they acquire farming experience under all sorts of conditions. 
But still there is an accelerated use of the ladder in prosperous times 
with a slowing down of activity and even some descending of the 
ladder in depression periods. 


20 “From Hired Man to Owner,” Hoard’s Dairyman, 58: 1005, 1919. 
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Evolving Trends 


The data in this as well as most other ownership studies applies 
only to those owners who have succeeded in acquiring and main- 
taining farm land ownership. Consideration is not given to those 
who have failed to acquire ownership or who acquired ownership 
only to lose it. In this sense the analysis is incomplete. But the data 
do suggest that among those who have succeeded in climbing the 
ladder there has been a shift away from use of the complete ladder 
and particularly away from use of the tenancy rung as a step to- 
ward ownership. 

The shift apparently is in the direction of greater reliance on a 
ladder that involves the use of varying amounts of family assist- 
ance.”! In many respects this trend reflects the expected in a matur- 
ing economy. With the passing of the first and second generation 
of land settlers, with farm capital requirements at a high level, and 
with farms becoming larger and fewer it is only natural that in- 
creasing attention should be given to transferring farms within 
the family from one generation to the next. 

Thus far the United States has not moved nearly as far in this 
direction as have many of the older settled parts of Europe and 
Asia. The American farm is still expected to pay for itself at least 
once in every generation. There has been little general acceptance 
of the peasant concept of a farm being paid for by the family over 
the course of several generations. 

The trend in the United States, however, is toward greater con- 
tinuity of farm ownership within the family. Procedures are being 
worked out and publicized to facilitate intra-family transfers. Also, 
through the use of father-son partnerships and leasing arrangements 
more and more farm boys now find it possible to make their climb 
to ownership without ever leaving the home farm. The combina- 
tion of programs progressing from 4-H club or Future Farmer 
projects through a father-son partnership to an intra-family trans- 
fer provides an agricultural ladder working within the framework 
of the family. 

This trend is all very well for the favored sons who can inherit 


21 Comparison of data collected in 1920 with those gathered in the 1946 survey 
indicates that the proportion of landlords in the Midwest who received all their land 
by gift or inheritance increased from 11 percent in 1920 to 17 percent in 1946. Over 
the same period, the proportion of those who received all or part of their holdings by 
this method increased from 33 to 38 percent. Cf. Timmons and Barlowe, op. cit., 
pp. 888-889. 
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or share in the inheritance of a family farm. But what of the would- 
be-owners who enjoy no such advantages? Are they to be frozen out 
by a “closed shop” policy of intra-family transfers? 

The future picture is far from certain. Tenancy has been an im- 
portant step toward ownership and it will probably continue so. 
Nevertheless, tenants frequently feel that desirable farms are not 
becoming available for sale. In some neighborhoods voluntary 
farm sales occur only when it is necessary to settle estates. Favor- 
able farm prices and the promise of continued price supports have 
been a boon to continued family ownership of farms, even when 
there has been no son or son-in-law interested in actually operating 
the farm. Current farm price policies, by making farming an attrac- 
tive long-term investment, also have encouraged outside and absen- 
tee ownership. 

Whether this will eventually lead to the development of some- 
thing of a permanent tenant class yet remains to be seen. In any 
case, the hired hand and renter rungs of the ladder will probably 
become increasingly less important. In their place more and more 
attention will probably be given to the newer rungs provided by 
labor partnerships, father-son partnerships, and non-farm work. 
These are the trends suggested by the 1946 farm ownership survey. 
They represent significant shifts away from the original concept of 
the ladder. If these shifts appear socially desirable, perhaps the 
nation’s ownership, tenure and credit policies should be reoriented 
in these new directions. In so far as these shifts are considered 
socially undesirable, efforts probably should be made to redirect 
the trends now emerging. 


PLANNING IN COTTON 


Cyrit O’DoNNELL 
University of California 


N A study of the demand for American cotton during the inter- 
val between the two World Wars the writer reached the follow- 
ing conclusions:! 
1. Domestic competition of other fibers with cotton was growing in in- 
tensity. 
2. There was no net growth element in the potential per capita consump- 
tion. 
8. The foreign market for cotton was adversely affected by the cotton 
BR" program of the Federal government. 
4. Policy contradictions characterized Federal conti 


There was a clear indication that the increasing intensiiy of 
competition between cottog and rayon, jute, and paper was result- 
ing in a close examination of the merits of these fibers in specific 
uses. Especially during the 1930’s the claims and counter-claims 
of each of these commodities to universal supremacy were market- 
tested, and it could be asserted that on the bases of quality, cost and 
utility one of these materials was best for a particular use. 

The potential per capita demand for our cotton failed to show 
any growth element. Neither the consumption of cotton products 
by the ultimate consumer, nor the usage by industrial outlets 
appeared to hold the promise of an expanding market despite the 
years and dollars spent in behalf of this fiber by the New Uses 
section of the Bureau of Agricultural Economics and by various 
cotton trade associations. 

Definite evidence was presented to show that the foreign market 
for American cotton was drying up because of the agricultural 
programs of the Federal government. Foreign regions expanded 
their cotton production to take the place of the thousands of bales 
which Americans were holding off the market. 

The confusions of Federal control were plainly in evidence. 
Presumably due more to obfuscation than design our public repre- 
sentatives mixed the objective of a cotton farm-relief program with 
the operation of a cotton production enterprise. The resultant 


* “Recent Trends in the Demand for American Cotton,” Studies in Business Ad- 
ministration. Chicago: University of Chicago Press, 1945, Vol. XVIII, No. 1. 
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programs involving bonuses, parity prices, loan prices, marketing 
and production quotas, subsidies for new uses and for exports, and 
provisions for variety improvement and cotton stamps were not 
all pointed in the same direction. 

The above factors suggested that an impasse had been reached 
in the efforts to solve the surplus problem and to raise farm cotton 
income. In this paper the writer proposes to re-examine these con- 
clusions in the light of changes in the agricultural situation during 
the last ten years, and evaluate the present policy of the Federal 
government with respect to cotton production and marketing. 


Production of Cotton 


The average annual production of United States cotton during 
the period 1896-1946 was 12,259,000 bales. In any one year there 
may be wide variations from the average due to changes in climatic 
conditions. For instance, during the 1937 and 1946 crop years the 
volume of output was approximately 150 percent and 50 percent 
respectively of the long-run average. But rather than emphasize 
the year to year variations, the writer would point to the remark- 
able stability of total production from one decade to the next. 
In fact, when it is recalled that the population of the nation doubled 
during the last fifty years the lack of growth in the trend of cotton 
production is of outstanding importance. 

This performance of cotton growers reflects to an important 
degree certain practices of the Federal government in the manage- 
ment of the cotton crop. The acreage planted has now decreased 
59 percent from the average for the years 1924-31,’ a direct result 
of the attempt to control production through limitation on plant- 
ings. Growers promptly overcame this restriction by a resort to 
more intensive cultivation. Yield per acre increased steadily from 
151 pounds* for the period 1921-25 to 312 pounds‘ for the year 
1948. The use of fertilizer to achieve these results was both em- 
phatic and widespread. Between 1936 and 1945 the percentage of 
cotton acreage fertilized rose from 33.0 percent to 49.2 percent.® 
During the same period there was a 28 percent rise in the number of 


? New York Cotton Exchange, Cotton Year Book: 1946. New York: A. L. Reid 
a Corporation, 1947, p. 11. 


* Bureau of Agricultural Economics, “Cotton Report as of December 1, 1948,” 
Washington: U.S. Department of Agriculture, 1948. (Mimeographed) 
5 New York Cotton Exchange, op. cit., p. 19. 
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pounds of fertilizer applied to each fertilized acre. The old produc- 
ing states of the South were most assiduous in applying crop food, 
North Carolina fertilized 100 percent of her cotton acreage in 1945, 
South Carolina, Georgia, and Alabama 99 percent, and Mississippi 
85 percent. At the other extreme, only six percent of the cotton 
acreage of Texas was fertilized, and one percent in Oklahoma.’ 
On a world basis the cotton production experience of North 
America in the last few years differed very little from that of any 
other region. As compared with the average production for the 
years 1935-39 all growing areas reported a distinct tendency for 


I. Wortp Cotton Propuction BY CoNTINENTS 
Average for 1955-39 and Annually for 1944-47 in 1,000 bales* 


Average 
Continent 1935-39 1944 1945 1946 1947 
North America 13,523 12,741 9,483 9,185 12,392 
Europe 147 87 77 118 136 
US.S.R. 3,430 1,700 2,240 2,600 
Asia (exclusive of U.S.S.R.) 9 ,020 5,915 5,915 5,913 6,097 
South America 2,716 2,369 2,049 2,081 1,882 
Africa and Oceania 2,840 1,995 1,969 2,140 2,156 
Total $1,676 24,785 21,193 21,577 25,263 


* Source: United States Department of Agriculture, “The Cotton Situation,” 
Washington, D. C.: 1948. CS-122, No. 11. (Mimeographed.) 

Bales of 480 pounds net weight. For foreign production prior to 1946 the net 
weight per bale was 478 pounds. 

The similarity of the figures for certain war years in foreign countries suggests 
gross estimates. 


their cotton crops to decline in volume. The reasons, however, 
were quite diverse. The relatively small North American produc- 
tion reported in Table I for the years 1945-47 should be attributed 
to poor weather conditions. During this time there were neither 
acreage allotments nor marketing quotas established by our Depart- 
ment of Agriculture for United States growers. In every instance 
foreign production was off from the pre-war average. The ravages 
of civil and foreign wars either directly or indirectly were unques- 
tionably responsible for this trend. Nor is it probable that a return 
to earlier prouuction levels will occur until the five largest import- 
ing nations—England, Japan, France, Germany, and Italy— 
achieve economic stability. 

6 Thid. 

7 Ibid. 
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Recent changes in the geographic distribution of United States 
cotton production are of considerable importance to the economies 
of the affected areas. The predominance of the south-central states 
has long been taken for granted. Indeed it is true that at least 
since 1890 Texas has maintained her position as the leading cotton 
growing area, and that for the year 1948 the states of Texas, 


II. Propuction or Corton sy States, 1948* 


Total production Yield 

(in 1,000 bales of per acre 

500 pounds gross) (pounds) 
United States 14,937 312 
Texas 3,200 176 
Mississippi 2,350 444 
Arkansas 2,000 410 
Alabama 1,200 356 
California 960 572 
South Carolina 890 377 
Georgia 760 279 
Louisiana 760 392 
North Carolina 680 454 
Tennessee 650 416 
Missouri 505 459 
Oklahoma 370 172 
Arizona $20 559 
Others 52 — 


* Source: Bureau of Agricultural Economics, “Cotton Report as of December 1, 
1948.” Washington: U. S. Department of Agriculture, 1948. (Mimeographed) 


Mississippi, Arkansas, and Alabama accounted for 60 percent of 
the total crop.® It is worthy of note that the cotton raised on irri- 
gated land in California and Arizona in 1948 amounted to 8.5 
percent of the total production of cotton, and the yield per acre 
in these two states was 80 percent greater than the average yield 
for the whole country. As indicated in Table I, California has de- 
veloped her acreage to the point where she is now fifth in produc- 
tion and first in yield per acre harvested.°® 

To learn whether this geographic shift in production is the begin- 
ning of an important trend or merely a reflection of the recent high 


* Bureau of Agricultural Economics, “Cotton Report as of December 1, 1948.” 
Washington, D. C.: United States Department of Agriculture, 1948. (Mimeographed) 

* Utilizing the arid land about Fresno and Bakersfield, California has reached 
the point where the value of her cotton crop exceeds the value of any other of her 
agricultural products. Los Angeles Times, December 30, 1948. 
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price of cotton, it is necessary to weigh such factors as quality 
differentials, relative production and transportation costs, and 
market locations. 

Since the manufacture of cotton textiles is facilitated by the use 
of the longer staples" it is important to point out the very consid- 
erable improvement achieved by growers in this respect. During 
the period 1930-33 the staple length of 74 percent of the domestic 
crop was 31/32 inches or shorter. In the crop years 1941-43 this 
ratio dropped to 40 percent. For comparable periods, the propor- 
tion of the crop measuring from one inch to 35/32 inches rose from 
21 percent to 55 percent. But it is regrettable that this favorable 
development did not extend to cotton exceeding 36/32 inches." 

This long-term improvement in the average staple length of the 
cotton crop is a reflection of some success for the efforts of the 
Department of Agriculture to this end, and, less significantly, of 
the rise in volume of irrigated-cotton production. All producing 
states except Texas and Oklahoma reported an increase in average 
staple length between the years 1928-32 and 1947. For twenty 
years Mississippi has produced the longest average staple (known 
to the trade as Delta cotton); now she is joined by the states whose 
irrigated-cotton averaged 34.4/32 inches for the season through 
November 13, 1948. 

The chief drawback to further success in raising longer staple 
cotton lies in the organization of the local market. The lack of 
price and quality information on the part of growers and the 
financial pressure exerted by creditors are important factors which 
tend to result in the disadvantageous sale of a crop by growers. 
In an attempt to overcome some of these difficulties the Congress 
enacted the popularly known Smith-Doxey Act” in April, 1937. 
This law provides that cotton growers, organized for the improve- 
ment of one-variety cotton, may send samples of their product to 
licensed classers who will report to them the official grade. The Act 
also authorizes the Secretary of Agriculture to collect and dis- 
tribute in the widest manner possible in cotton-growing regions in- 
formation relating to the demand, supply, and prices prevailing in 


10 Whitaker, Rodney, “Trends in the Quality of Cotton Consumed.” Washington, 
D.C.: U.S. Department of Agriculture, 1935. (Mimeographed.) 

1 Production and Marketing Administration, U. S. Department of Agriculture, 
“Quality Report for Ginnings 1947 Crop.” Washington, D. C.: 1948, XX1:7. (Mim- 
eographed) 

12 50 Stat. 62 
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the more important markets. It was the obvious hope of the Con- 
gress that the bargaining position of growers would be improved by 
the possession of authoritative and timely information. 

There is insufficient evidence at this time to enable one to evalu- 
ate the effect of the Smith-Doxey Act on the prices farmers receive. 
However, there are definite considerations of market practice 
which would lead us to believe that the Congress was too optimis- 
tic. Staple length and grade factors reflect conditions of soil 
fertility, moisture (both in quantity and time), seed qualities, and 
the rough preparation of the crop prior to ginning. In general it 
may be asserted that the higher grades and longer staples command 
premium prices because of their relative scarcity with respect to 
the demand schedule. These classes of raw cotton are employed in 
the manufacture of fine yarns. On the other hand, low grades 
and short staple cottons are used in the production of coarse yarns. 
These, in turn, are the raw material for the weavers of such coarse 
cotton cloths as duck. The price of these yarns is low because the 
quantity of low grades of cottons in the market is relatively large 
with respect to the demand for them. It is altogether conceivable 
that a pronounced shift in the world production to cotton of high 
quality might result in premiums being paid for low quality growths! 
Fantastic as this may appear, the fact is that we are currently 
importing large quantities of short staple from Pakistan, India, 
and Brazil. 

A further consideration in cotton marketing practice relates to 
the nature of the demand of mills for raw material. Each spinner is 
equipped with machinery to manufacture yarns of closely. related 
qualities. Raw cotton, even of low quality, must be uniform with 
respect to color and staple length. The ordinary purchase unit of 
spinners is 100 bale lots and each mill endeavors to buy even run- 
ning bales. Consequently, its purchase orders will specify sources 
in particular locales known for their even production of a specific 
grade and staple. The United States does not grow cotton of uni- 
form quality; and particular regions are known for their production 
of particular qualities. 

* And in addition, one should not overlook the slow growth of education. A study 
by Little, H. W. and Ballinger, R. A., “Cotton Marketing Practices in Selected 
Local Markets in Louisiana,” Agricultural Experiment Station, Baton Rouge, La. 
1942, reported that only 11 percent of growers had their cotton class information 
from the Smith-Doxey service. Even as late as 1947 only 41.5 percent of the Okla- 


homa crop was classed under Smith-Doxey provisions [Oklahoma A & M College, 
‘Cotton Marketing,” Stillwater, Okla., 1947]. 
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In view of these circumstances it is ruinous for one grower in an 
area that usually raises 15/16 inch middling cotton to raise a bale 
or two of good quality 13 inch cotton. Buyers want even running 
lots and are embarrassed by offers of a few long staple bales. Who- 
ever undertakes to assemble this cotton in a local market will be 
confronted with a very high cost operation. It is simply a matter of 
economizing a buyer’s time, travelling expenses, and L. C, L, 
freight costs. 

Under these conditions a grower does not improve his market 
position by receiving from a government classer confirmation of 
the fact that he has raised a superior product. In fact he may 
impair the market position of all growers in his area if it becomes 
known in the trade that his locale produces a variety of cotton 
grades and staples. 

In the marketing of irrigated-cotton the uniformity of even 
running bales is achieved over large areas. Very similar conditions 
of climate and soil exist, and local governments have encouraged 
producers in the cultivation of single variety fiber of long staple. 
In consequence, this cotton may earn the quality premiums and 
is sold in competition with Delta cotton to spinners of high grade 
yarns. 

The average total cost of producing United States cotton, in- 
cluding land rent and ginning, rose from 10.8 cents per pound of 
lint in the period 1929-38 to 23.6 cents in 1946." In the irrigated 
area of California, Arizona, and parts of West Texas the compar- 
able figures were 9.0 cents and 18.3 cents. For the year 1946, only 
Tennessee of all producing states achieved a lower cost. And dur- 
ing that year, the states which raised 60 percent of the crop— 
Texas, Mississippi, Arkansas and Alabama—reported production 
costs of 28.1 cents, 27.1 cents, 18.6 cents, and 24.1 cents respec- 
tively. Since the freight rate on cotton shipped from Bakersfield, 
California to Memphis the (chief domestic market) by truck is 
approximately five cents per pound of lint including the Federal 
tax of 3 percent, or 1.4 cents per pound on carload lots by rail," it 

4 Bureau of Agricultural Economics, Crops and Markets (Washington, D. C.: 
U.S. Department of Agriculture, 1940, 1948), XVII: 303; XXV: 67. The detailed 
cost elements are: plant and prepare, hauling and spreading manure, cultivate and 
hoe; harvest, picking and snapping cotton; hauling to gin, hauling lint and cotton- 
seed to local markets; fertilizer and manure, seed; ginning; miscellaneous labor; 
irrigation (including water), dusting, picking sacks and sheets, use of implements, use 


of storage building, overhead, a charge for rent of and expense incurred on aban- 
doned acreage, rent. 


46 Personal call on local shippers. 
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is clear that on a comparative delivered cost basis the competitive 
position of irrigated cotton is very favorable. 
Domestic Consumption of Cotton 


Now, turning to the consumption of cotton in the United States, 
it is necessary to point out that during the 10-year period, 1939— 
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Fig. 1. Factors in the Supply of United States Cotton. 


1948 inclusive, the mill utilization rarely approached the annual 
production. In only three years, and then by very narrow margins, 
was more cotton consumed than was harvested. It is, therefore, 
not surprising to observe that in view of the small volume of raw 
cotton exported during this period the carryover remained heavy 
despite the expansion of mill requirements during the war years. 
Reference to Figure 1 will clearly show these results. It may be 
added that the improvement shown in the statistical position of 
cotton between 1946 and 1947 was achieved by two simultaneous 
but fortuitous circumstances, viz., two poor crop years in succession 
and the stimulation of raw cotton and cotton cloth exports by the 
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program of foreign rehabilitation. Between 1944 and 1946 the ex- 
port of raw cotton increased from one million bales to three and 
one-half million bales, while cotton cloth exports rose from 
695,000,000 square yards to 1,200,000,000 square yards."* 

On a per capita basis the mill consumption of raw cotton rose 
from a 1939 ‘normal’ of 29 pounds successively in two years to 4] 
pounds.” From 1941 to 1945 decreases were annually reported 
until the consumption amounted to 32 pounds. The above men- 
tioned export stimulus reversed the trend in 1946 but this gain was 
lost in the following year. Compared with other fibers the market 
position of cotton has definitely deteriorated over the longer pull. 
While the total per capita consumption of cotton, wool, and rayon 
rose from 25.03 pounds in 1920 to 42.47 pounds in 1945 the share 
of cotton declined from 88 percent to 76 percent. 

From the point of view of producers, cotton mills, and the De- 
partment of Agriculture this record is viewed with some alarm. 
These interests know that the substitution of rayon and other syn- 
thetics for cotton is the main cause of the disappointing perform- 
ance of the latter. One of the important reasons for this trend is 
illustrated in Figure 2. The equivalent price per pound of usable 
cotton has exceeded the comparable price of rayon staple in every 
year since 1942. For the purposes of this chart the grade of Strict 
Middling cotton 1-1/16 inches long was selected. This is a high 
quality fiber comparable to viscose rayon of 13 denier. Even lower 
grades of cotton exceeded the same rayon prices in 1944."® 

The trend in cotton and rayon yarn prices is highly favorable 
to the consumption of rayon.’ The fact that this fiber is a manu- 
factured commodity (and hence its physical characteristics and 
deliverability can be pre-determined) has operated in its favor 
since the early 1930’s when most of the manufacturing problems 
were solved. It was sold during that decade in competition with the 
lower cost cotton yarn on the basis of performance in particular 
uses and the facility with which it takes a wide variety of dyes. 


16 U. S. Bureau of the Census, Statistical Abstract of the United States: 1948 
(Washington, D. C., 1948), p. 677. For data on manufactured cotton exports see 
U. S. Department of Agriculture, “The Cotton Situation.” Washington, D. C., 
1948. CS-123; 19 (Mimeographed) 

17 U.S. Bureau of the Census, op. cit., p. 677. Reduction to per capita basis was 
made by the writer. 

18 U.S. Department of Agriculture, “The Cotton Situation,” Washington, D.C. 
1948, CS-123. (Mimeographed) 

19 Cf. O'Donnell, op. cit., chaps. II, III. 
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Now we find that the price advantage of cotton has been lost, and 
that henceforth it must be sold on the basis of its technical superi- 
ority in particular uses. 

An excellent example of successful substitution of rayon for 
cotton may be cited in the case of tire cord. At the time of my 
earlier investigation of this subject four out of five leading tire 
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Fig. 2. Factors in the Trend of Cotton Consumption. 


manufacturers were ready to produce a standard line of passenger 
car tires made with rayon cord as soon as the price of the latter 
relative to cotton cord declined. These tires are now on the market. 
In 1947 there were 227.5 million pounds of rayon filament yarn 
shipped to tire manufacturers.?° This volume displaced approxi- 
mately 535,000 bales of raw cotton. Eight years earlier only 21,000 
bales of cotton were displaced by rayon in this industry. 

Other examples in the competitive field might be given but all 


20 “The Cotton Situation,” op. cit., CS-123; 17. 
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would show the flow of fiber into a particular use on the basis of its 
competitive efficiency or because it has received the impetus of 
expert merchandising. The particular point to be emphasized here 
is that the per capita consumption of cotton in the United States 
since 1939 in absolute terms has increased 10 percent but in rela- 
tive terms has lost additional ground to wool and rayon. 


The Foreign Cotton Market 


The annual mill consumption of cotton in foreign countries was 
15 million bales at the beginning of World War II and leveled off 


TaBLeE III. Unitep States Cotton Exports, 1n 1,000 Runnina Bates 
Average 1935-39, 1940-44, and annual 1945-47" 


Country of Average Average b b 
destination 1935-89 1940-44 1947 
Europe 3, 667 992 2,161 2,115 975 
United Kingdom 1,282 701 287 469 257 
France 623 88 768 380 206 
Germany 482 0 6 198 247 
Italy 420 0 500 442 67 
Japan 1,100 Q7 362 504 449 
China 113 21 691 552 293 
Canada 288 276 310 308 136 
World Total 5,300 1,356 3,553 $3,544 1,968 


* Source: Bureau of Agricultural Economics, “The Cotton Situation.” Washing- 
ton, D. C., 1948, CS-123. (Mimeographed.) 

> Excludes War Department shipments. 

¢ Includes Army Civilian Supply Exports. 


to 12 million bales per year for the five years ending July 31, 1946. 
During the season 1947-48 a rather vigorous recovery to 18 million 
bales was made and it is estimated that this figure will be bettered 
somewhat during the current year.” 

Throughout most of the period 1930-46 the production of foreign 
cottons tended to exceed foreign mill requirements. After adding 
to these sources the annual exports from the United States, shown 
in Table III, there was a gradual increase in carryover from six 
million bales to over 14 million bales. Due to the rise in mill con- 
sumption relative to the production of foreign cotton, this situation 
has been in the process of correction since late 1945, and it is esti- 


21 Ibid. p. 8. 
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mated that as of July 31, 1949 the carryover will have been reduced 
to 9,200,000 bales.” 

It is clearly indicated in Figure 3 that the foreign consumption 
of United States cotton declined steadily both before and during 
World War II. The recovery since the War reflects our efforts to 
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rehabilitate the textile production of the non-Russian world; it 
does not necessarily portend a permanent improvement in the 
status of our cotton export market. 

The price differential in favor of foreign cottons opened very 
widely during and since the late war.” On the basis of Brazilian 
and Indian types most comparable to our Middling 15/16 inch at 
New Orleans the spread favoring the former grew from 0.43 cent 
per pound average for 1935-39 to 8.77 cents in 1946, and the dif- 
ferential with respect to the latter type increased from 2.49 cents 
per pound in the base period to 17.84 cents in 1946. During 1947 
the spread was lowered in each instance but still approximated six 
cents and thirteen cents respectively. This cotton is short in staple 
length and with a price advantage of these proportions it can be 


2 Tbid. 
% Ibid., p. 12. 
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effectively marketed in competition with United States cotton of 
similar quality in England, France, Germany, and Japan just as 
soon as economic conditions in those nations permit. 

There are two long-run factors which will tend to favor and im- 
prove the position of United States cotton in foreign markets, 
The first relates to the economy of production and the second to 
the increasing staple length of our crop. 

The rapid expansion of foreign acreage between 1930 and 1938 
was a direct result of the policies established by the United States 
Government during the 1930’s,” and although production declined 
throughout the late war period it shows some signs of recovery in 
the current crop year. The important question for the future con- 
cerns the ability of foreign sources to raise cotton in the volume 
required by foreign textile mills. Zimmermann is emphatic in his 
opinion that nowhere else in the world does there exist a combina- 
tion of physical and climatic conditions as favorable to cotton cul- 
ture as we have in the United States.” It is extremely doubtful if 
foreign output can improve on its record for 1936-38 even under 
the price stimulus which the United States provides as it withholds 
its surplus from the export market. Ordinarily these circumstances 
would mean that eventually the world will have to utilize a grow- 
ing share of North American cotton, but sight must not be lost of 
the rapid expansion of rayon production abroad and the real 
possibility of volume substitution of this synthetic fiber for the 
cotton which we will not sell at competitive prices. 

The happy circumstance relative to the gradual improvement in 
the staple length of United States cotton is of considerable impor- 
tance to our potential foreign market. For the manufacture of 
high quality yarns, producers are in need of the longer staples. 
The Egyptian product, as is well known, is in a class by itself. But 
that source only produces between one and two million bales per 
year; in fact the estimated crop for the year ending 1949 is only 
1,700,000 bales. We in the United States ordinarily require about 
20 percent of her crop for our high quality yarns; the balance gen- 
erally goes to the United Kingdom, France, and Germany. 

North and South America are the only remaining growers of 


2% O’Donnell, op. cit., chap. V. 

% Erich W. Zimmermann, World Resources and its Industries. New York: Harper 
& Bros., 1933, chap. XIX. Other cost factors such as labor and alternative uses of 
land tend to reduce foreign costs relative to domestic costs. 
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staple lengths above one inch and it is to these nations that mills in 
Italy, Japan, and India must look for the satisfaction of their needs. 
South American production averages about one million bales per 
year in staple lengths of one and one-eighth inches and longer and 
three quarters of the North American production is concentrated 
in staple lengths from one inch to one and three thirty-seconds 
inches. India is both an exporter and importer of cotton. Her sur- 
plus is entirely in short staple and in the pre-war years it was 
largely sold to Japan. However, her own mills require not only 
short growths but also a longer staple which is estimated” to reach 
a volume of 1,100,000 bales in the current year. These circumstance 
point to the conclusion that there will be a long run improvement 
in the demand for American staples, especially those in the range 
of one inch to 1-3/32", in foreign markets provided always that the 
price-raising efforts of the Congress do not succeed so well that the 
demand for fiber will shift to synthetics. 


Federal Regulation 


Positive action of Congress on behalf of the nation’s agricultural 
producers began, not in the era of the New Deal, but in the year 
1916 when the Federal Land Banks were organized. From that 
date to the present the potency of the farm bloc in Congress has 
been reflected successively in (1) campaigns designed to create a 
favorable climate for agriculture, viz., the Capper-Volstead Act in 
1922 and the intermediate credit banks in 1923, (2) the compulsory 
self-help of McNary-Haugenism in the Coolidge era, and (3) the 
employment of Federal funds to underwrite farm prices beginning 
with the Agricultural Marketing Act of 1929. As far as the farmer 
is concerned the Roosevelt New Deal and the Truman Fair Deal 
are logical developments from much earlier antecedents and cannot 
be understood except in their context with the demand of agricul- 
tural interests for relief from unmanageable surpluses. 

Purporting to represent the growers of one of the basic crops, 
farm and cotton trade associations were in the forefront of the pres- 
sure groups requesting that the powers of the Federal government 
be utilized to improve the economic status of cotton farmers. As a 
direct result of these efforts, the agricultural legislation of the 1930's 
provided for the Secretary of Agriculture broad powers to control 
the production and marketing of cotton. The activities of this officer 


%* “The Cotton Situation,” op. cit., CS-123. 
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brought cotton growers up to the World War II years with profit- 
able prices, controlled production and marketing, subsidized ex. 
ports, extensive search for new uses, and a carry-over of 10,564,000 
bales. 

This surplus was not used up in the exigencies of a world war. 
Throughout those years, acreage and marketing quotas (as pro- 
vided for in the basic Agricultural Marketing Act of 1938) were 
retained. The annual carryover for the years ending July 31, 1940 
to 1945 varied little from 11,000,000 bales.?” Production was geared 
very closely to our consumption requirements for all purposes 
and we came out of the war with the fourth highest carryover in 
all our history. 

Perhaps our war experiences with the power of the Federal Gov- 
ernment, the enormous public debt, or the large Federal budgets 
made us complacent in the face of a cotton surplus of only 11,000,000 
bales in 1945. Certainly there was not the healthy fear of a large 
carryover which would have worried the Administrations of the 
1930’s. From the close of the war till March, 1949 there were no 
acreage allotments or marketing quotas in effect with respect to 
cotton; nor, in fact, was there any need for them. Happily for most 
of us the short crops of 1946-47 were so much under the require- 
ments for exports and for domestic mill consumption that the carry- 
over was reduced to 2,530,000 bales on July 31, 1947. In the current 
crop year of 1948-49 the carryover is estimated”® at a little over 
5 million bales, a figure which is attracting attention in view of the 
new bumper crop in prospect and the moderate textile mill activity 
forecast for the year 1949-50.?9 

With the single exception of the year 1936, the Congress has 
authorized the Secretary of Agriculture to maintain a floor under 
the price of cotton ever since 1933. The objective has been accom- 
plished through the technique of lending money to growers on the 
security of their cotton. These loans have always been most favor- 
able to producers in terms of low interest rates (currently three per- 
cent), long maturity dates, and a non-recourse feature. The most 
frequent maturity date is the crop year ending July 31. However, 
such notes are callable on demand (a power sometimes exercised if 
the market price considerably exceeds the loan price), and are also 


27 Statistical Abstract of the United States: 1948, op. cit., p. 677. 
28 “The Cotton Situation,” op. cit., CS-123. 
29 “The Cotton Situation,” CS-124. 
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extensible at the option of the Secretary. Growers are further bene- 
fited by their option to redeem the loan or abandon the security 
without financial liability. In the latter case the Commodity Credit 
Corporation, which acts for the Secretary in these matters, takes 
title, pools the stock, and attempts to sell the fiber (in an unlimited 
future time) without depressing the market price. 

The history of these loan rates is condensed in Table IV. There 
has been an almost unbroken rise in the ratio of the loan price to 
parity. During the unsettled war years, the Congress established 
the principle of price floors related to high farm income levels. The 
Agricultural Act of 1948, scheduled to come into operation in 1950, 
made only a beginning in the reversal of this trend. It provided 
that the loan rate on cotton marketed after June 30, 1950 shall vary 
between 60 percent of parity when the total supply of cotton is 
more than 130 percent of the normal supply and 90 percent of 
parity when the total supply is less than 70 percent of the normal 
supply.2° However, if acreage and marketing quotas are in force 
the loan rate shall vary between 80 percent and 90 percent of parity 
at the option of the Secretary. This office must proclaim acreage 
allotments whenever the total supply exceeds normal by eight per- 
cent or more. Thus this Act really provides that the Secretary shall 
determine a loan rate between 80 percent and 90 percent of parity 
on cotton marketed after June 30, 1950. 

Under the Agricultural Adjustment Act of 1938 the Secretary 
of Agriculture has authority to establish acreage allotments for 
each cotton farm. This section alone is not effective in securing the 
compliance of growers and consequently the Act further provides 


% Supplement, United States Code, Title 7, chap. 26. The terms employed in this 
statement are technical and for the convenience of the reader are defined here. 

Normal supply for cotton for any marketing year is the estimated domestic con- 
sumption during the preceding marketing year, plus the estimated exports for the 
marketing year for which normal supply is being determined, plus an allowance for 
carryover. (In calculating this allowance, the Secretary is directed to take account 
of current trends in consumption and of unusual conditions. For this reason there 
may be considerable elasticity in the actual volume designated as normal supply.) 

Total supply is the carryover (exclusive of foreign-held United States cotton) 
at the beginning of the marketing year, plus the estimated production and imports. 

Carryover is the amount of United States and foreign cotton on hand in the 
United States at the beginning of the marketing year (August 1). National allotment 
of quotas equals the number of 500 pounds gross weight bales which will be adequate 
together with the estimated carryover as of August 1 of the succeeding marketing 
year plus imports, to make available a supply of cotton for the marketing year be- 
ginning such August 1 equal to the normal supply. The quota may not be less than 
10,000,000 bales. Crop year and marketing year are synonymous terms and refer to 
the period August 1 to July 31. 
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Tasie IV. Corton Loan Ratss, 1938-48* 


Year Loanratio 


begin- (Per cent of Authority and application 
ning August 1 
August * Parity) 

1938 52.3 Agricultural Adjustment Act of 1938. At the option of the 
Secretary of Agriculture the loan rate may vary between 
52% and 75% of parity. 

1939 53.1 same 

1940 54.0 same 

1941 85.0 Public Law 74, 77th Congress. The rate applied to 1941 
cotton. 

1942 85.0 Public Law 374, 77th Congress. The rate applied to cotton 
grown in the crop years 1942-46 inclusive. 

90.0 Price Stabilization Act, Public Law 729, 77th Congress, 

The rate applied on 1942 cotton and on each subsequent 
crop through a two-year period following the end of the 
war. 

1943 90.0 same 

1944 92.5 Stabilization Extension Act, Public Law 383, 78th Con- 
gress. There was no change in the applicability of the rate. 

95.0 Surplus Property Disposal Act, Public Law 457, 78th Con- 

gress. No change in the applicability of the rate. 

100.0 Since the Stabilization Extension Act provided that cotton 
growers would receive 100% of parity for their 1944 crop, 
the WFA instituted a Cotton Purchase Program in which 
the CCC was instructed to buy from farmers at parity 
prices all 1944 cotton. 

1945 92.5 Public Law 383, 78th Congress. 
1946 92.5 same 
1947 92.5 same 
1948 9¢.5 same 


* Source: New York Cotton Exchange, Cotton Year Book: 1945 and 1946. New 
York: A. L. Reid Printing Corporation, 1947. 

For the years 1933-1939 the basis for loan rates was middling }” cotton. During 
1940 the basis for all spot and futures contracts was changed to middling 15/16” 
cotton, and thereafter all loan rates refer to this grade and staple. 


that when marketing quotas are approved by cotton producers in 
a referendum by at least a two-thirds majority, the Secretary shall 
establish a quota for each farm equal to the cotton grown on not 
more than the acreage allotment for that farm. The producers 
who conform to this allotment are called cooperators and are en- 
titled to the full loan rate. Those who exceed the allotment (non- 
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cooperators) may borrow at the full loan rate on their marketing 
quota, but only at 50 percent of the rate on their excess output. 
Thus, the penalty is very light indeed. 

The actual relationship between parity and the prices farmers 
received for their cotton, together with the average loan rate are 
portrayed in Figure 4. From 1925 to 1944 parity exceeded the esti- 
mated average price per pound received by farmers although there 
was actually little difference in the two series during the last five 
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Fig. 4. Cotton Prices and Support Levels. 


years of this period. During the years of price inflation following 
both world wars, the market price considerably exceeded parity. 
In the years of close agreement between these series, or in years 
when the loan price was above the market price, the Government 
came into possession of large quantities of cotton. For instance, 
in the crop years 1934-35 and 1937-39 from one-third to one-half of 
all the cotton grown was placed on loan. From 1940 to 1947 the 
prices received by farmers were generally above the loan price but, 
nevertheless, the proportion of the crop entering loan varied 
between one-fifth and one-third.** This policy of securing loans on 
cotton at a time when market prices were higher than the loan 
price is explainable by the fact that borrowers could speculate, 
with no risk to themselves, under the terms of the 1938 Agricul- 


** New York Cotton Exchange, Cotton Year Book of the New York Cotton Ex- 
change: 1944. New York: Van Rees Press, 1945, p. 95. 
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tural Adjustment Act. The possibility of pocketing the gains and 
avoiding the losses on a long market position was simply too 
attractive to overlook, especially in a period of inflation. 


The Brannan Plan 


The over-production (at a price) crisis facing the nation in 1949 
was not entirely unforeseen by the Department of Agriculture in 
the previous year but that agency was unable to invoke the cotton 
production quota provisions of the Agricultural Act of 1948. The 
statistical position of this crop, as a matter of fact, did not call for 
a quota proclamation in the Summer and Fall of 1948. The farm 
price was generally above parity and the estimated total supply 
fell just short of equalling 108 percent of the normal supply.® 
However, the Secretary did warn the nation that a large crop in 
1949 would result in the application of quotas to the 1950 crop.® 

Faced with a carryover of 4,185,000 bales of cotton for the year 
beginning August 1, 1948 and an estimated additional carryover 
of six million bales by August 1, 1949** something approaching a 
panic seems to have seized the Secretary of Agriculture early in 
1949. On April 7 before a joint hearing of the House Committee 
on Agriculture and the Senate Committee on Agriculture and For- 
estry, Mr. Brannan proposed an entirely new price support pro- 
gram for farm commodities.** Many reasons were advanced for 
scuttling the price features of the Agricultura] Act of 1948 but all 
resolve themselves into two propositions, viz., under the present 
laws a surplus crisis is imminent, and farmers should be assured 
of a reasonably stable income. These objectives are to be attained 


# Cotton growers among others, indirectly receive additional aids from the 
Government in many forms and the least justifiable of these are the Section $2 funds. 
Congress annually appropriates 30 percent of the gross annual receipts of custom 
duties for the use of the Secretary to (1) encourage the export of agricultural com- 
modities, (2) encourage domestic consumption by diverting agricultural commodities 
from normal channels, and (3) re-establish farm purchasing power by making pay- 
ments in connection with normal production of any agricultural product.* The sta- 
tistical position of cotton was recently so favorable that for the fiscal year 1949 up 
to February 28, 1949 the payments for cotton exports amounted to only $2,190.00 
and for the cotton insulation diversion program $231,625.00. 

% “The Cotton Situation,” op. cit., CS-123. 

% Personal Letter, Bureau of Agricultural Economics, June 22, 1949. 

% U.S. News & World Report, May 6, 1949. 

% Congressional Record, April 7, 1949. 

* United States Code, Title 7: sec. 612c. Up to 25 percent of this fund may be spent on any one 
commodity. 


t Personal Letter, Fiscal Branch, Production & Marketing Administration, U.S. Department of 
Agriculture, April 21, 1949, 
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by changing the basis of the price support provisions, and by utiliz- 
ing the existing powers over production and marketing. 

Because cotton is a storable commodity it would be affected by 
the Brannan Plan only in so far as parity for this crop would be 
modified by the new support price formula. On this point there 
would be apparently little change. As of May 15, 1949 the in- 
come support price for 1950 would be $0.2799 per pound as com- 
pared with $0.2745, the present support price figured at 9C percent 
of parity, and a support price of $0.2608 under the provisions of 
the Agricultural Act of 1948.37 

In order to avoid a surplus crisis the Department of Agriculture 
specifically has been granted the power to control production and 
impose marketing quotas since 1938. Why, then, should there be 
any unwieldy surplus? In the case of cotton the reason is that the 
Congress grants this power to the Secretary when the total supply 
exceeds normal supply by more than eight percent, and in any case 
the quota may not be less than 10 million bales. For this reason 
the Department does not actually have the authority to restrict 
production as much as may be called for in a given situation. And 
note carefully that the Brannan Plan ignores completely the prob- 
lem of surplus control. 


Conclusion 


This survey of the recent developments in the production and 
distribution of United States cotton points to the conclusion that 
there have been some significant modifications in the position of 
this crop during the last decade. While losing relatively to com- 
petitive products, the actual per capita consumption of cotton 
has increased by 10 percent. There is no apparent reason why this 
gain cannot be retained as long as our economy is characterized by 
full employment. The foreign market for our cotton has contracted 
still further; indeed, it would scarcely exist were it not for our 
official rehabilitation programs. In the long run there is a definite 
promise of a rising volume of exports to foreign mills—a promise 
largely based upon the continued improvement in the quality of 
the harvest. 

In those activities of the Department of Agriculture with respect 
to planning in cotton there has been no perceptible change. Cotton 


* Bureau of Agricultural Economics, “The Agricultural Situation.” Washington, 
D.C.: May, 1949, XX XIII: 6. 
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is losing particular markets at an alarming rate. The production of 
substitutes has increased rapidly. Cotton has lost its competitive 
price advantage. Present support price levels create surpluses, 
Production control has failed. The effectiveness of our foreign 
policy is impaired by injecting the failures of surplus control into 
foreign relief and rehabilitation. The uneconomic utilization of 
land resources is encouraged. 

Surely we are entitled to know why the results of planning in 
cotton have been so bad. 


' 


THE MACHINE PROCESS IN AGRICULTURE 
AND INDUSTRY 


Joun M. Brewster* 
Production and Marketing Administration 


T HAS been said that because of mechanization, “A family 

farm in agriculture makes as little sense as a family factory in 
industry.” Is this so? Evidently not. Family units of production 
are unthinkable in car and steel manufacture, but both family and 
larger-than-family units are as common in agriculture after mech- 
anization as before. Why? Does not the reason lie in some profound 
difference in the nature of machine production in agriculture and 
in industry? On what physical foundations does this difference rest? 
Why are family and larger-than-family farms both compatible 
with either hand or machine technology? What non-technological 
factors are responsible for the dominance of each system in different 
regions, both now and in the pre-machine era? What important 
habits of life and thought does the advent of the machine process 
tend to conserve in agriculture but replace in industry? 


I 


In pre-machine times, farming and manufacture were alike in 
that operations in both cases were normally done sequentially, 
one after another; usually by the same individual or family. The 
rise of the machine process has forced agriculture and industry to 
become progressively different in respect to the sequence in which 
men once performed both farm and industrial operations. For in 
substituting machine for hand power and manipulations in agri- 
culture, individuals in no wise disturb their pre-machine habit of 
doing their production steps one after another whereas in making 
the same substitution in industry men thereby force themselves to 
acquire increasingly the new habit of performing simultaneously 
the many operations in a production process. As a consequence, 
the “Industrial Revolution” in agriculture is merely a spectacular 
change in the implements of production whereas in industry it is a 


* For helpful criticism and encouragement throughout the preparation of this 
paper, the author is much indebted to Howard L. Parsons, John C. Ellickson and 
Bushrod Allin of the Bureau of Agricultural Economics, John A. Baker and Sydney 
Reagan of the Production and Marketing Administration and Mrs. Barbara Reagan 
of the Bureau of Home Economics and Human Nutrition. 
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further revolution in the sequence (order) in which men use their 
implements.! 


II 


In thus affecting differently the pre-machine sequence of opera- 
tions, the substitution of machine power and manipulations in 
industry calls for a corresponding revolution in the pre-machine 
social structure whereas the contrary is true in agriculture. 

For in transforming the older sequence of operations into the 
modern simultaneous pattern, industrial mechanization quickly 
multiplies the number of concurrent operations, in a production 
unit far beyond the number of workers in a household. Hence, in 
adopting machine techniques, men thereby force themselves to 
replace the older society family production units with enormously 
larger units, disciplined and guided by a hierarchy of bosses and 
managers. 

In agriculture, however, machine methods remain as compatible 
as hand techniques with either (1) family or (2) larger-than-family 
units.? Their compatibility with family units lies in the fact that 
farm operations are as widely separated by time intervals after 
mechanization as before; hence, the number of things that must be 
done at the same time on a farm remains as close as ever to the 


1 This fundamental difference between machine industry and agriculture stems 
from the contrasting nature of materials handled in each case. In farming, land is a 
basic resource, but normally absent from industrial production, except as a building 
site. Moreover, farming deals with living things, fixed in the soil; whereas industry 
deals with lifeless and mobile materials. Since land is not involved in industriai opera- 
tions, transport and processing functions are usually separated, the job of transport 
being to carry materials to their (processing) operations. Hence industrial mechani- 
zation results in operationally interdependent machines (moment by moment) inas- 
much as no transport or processing machine is normally able to operate except through 
receiving materials from simultaneously operating machines. Their actual 
functioning in this manner is made possible through the further fact that the mobile 
and lifeless qualities of industrial materials jointly enable both (1) the increased 
scale of production and (2) the concentration of operations required for their simul- 
taneous performance. In contrast, transport and processing functions are insepar- 
able aspects of any operation involving land, the job of transport being to carry 
operations to their materials. Hence, farm mechanization results in independent 
(moment by moment) machines inasmuch as each machine (doing an operation 
involving land) must embody both these functions and is therefore able to provide 
itself with its own materials. Though such machines are structurally capable of 
operating simultaneously, they are prevented from doing so by the fact that the 
seasonality of climate, biological cycles of living things, and the “spreadoutness” of 
the soil prevent (1) expansion of the scale of production and (2) the concentration of 
operations anywhere near the point required for their simultaneous performance. 

? For definition and analysis of these classes of farms as used in this paper, see 
“Can Prices Allocate Resources in American Agriculture,” John M. Brewster and 
Howard L. Parsons, November 1946, This Journal, pp. 946-947. 
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number of workers in an ordinary family. But machines are equally 
compatible with larger-than-family units as they introduce no 
new obstacle to expanding a farm substantially beyond the ca- 
pacity of a family to do the work in any particular operation. It is 
as easy (or difficult) for a large operator to grow more corn than 
a family can harvest when harvesting is done with a mechanical 
picker as when it is done with a husking peg. In general, sheer size 
alone thus distinguishes larger-than-family farms from family 
units, as there is nothing technologically unique about either. 


ITI 


But if neither hand nor machine techniques determine either 
family or larger-than-family farms, what is responsible for the 
dominance of the one or the other in various regions, both now and 
in the pre-machine era of American agriculture? 

The answer seems to lie (1) in the degree to which a given farm- 
ing area is more suitable for (approximately) single or multiple 
product farming plus (2) customs which free a larger-than-family 
operator from labor upkeep during periods of farm unemployment.* 

In areas more suitable for multiple enterprise farms, family 
operators have the advantage. Increasing the number of enter- 
prises so multiplies the number of on-the-spot supervisory-man- 
agement decisions per acre that the total acreage which a unit of 
management can oversee quickly approaches the acreage which an 
ordinary family can operate. The reverse is true in areas more suit- 
able for single enterprise farming. As a consequence, the family 
operator has the advantage in the first case while the larger operator 
has the edge in the second case. 

But more important, growing fewer and fewer products on a 
farm greatly lengthens unemployment periods between operations. 
Since most labor on family farms is family labor, this means that 
family operators must pay (in the form of family living expenses) 
for their labor in both farm employment and unemployment peri- 
ods. In other words, labor for the most part, is a fixed cost for the 
family operator but not for the larger operator as he pays labor 
only for the time it is actually employed on his farm. Were some 
custom available that would free the family as well as the larger 


3 For ideas of this section, the author is especially indebted to conversations with 
Howard L. Parsons. 
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operator from labor upkeep during the long unemployment periods 
between farm operations, it is highly questionable if the larger 
operator’s managerial advantage would enable him to crowd out 
the family operator in even single product farming areas. For it is 
well known that before mechanization of industry, the “‘handicraft” 
factory made little headway over family units, an important reason 
being that the nature of industrial materials made possible a con- 
tinuity of employment so the so-called efficiency of both functional 
and task forms of specialization, which such factories made possible, 
did not enable them to go far in forcing family units to the wall. 
Large units in industry finally won out only as they could and did 
become technologically unique through the rise of the machine 
process. 

While much research is needed to measure the degrees of rela- 
tive advantage of family and larger-than-family farms in various 
types of agriculture, everyday facts apparently justify the view 
that both are mainly explained by the principles just set forth. 
First, areas most suitable to single enterprise farming are in limited 
parts of the South, West, and the wheat belt; and larger-than- 
family farms are most common in those areas. Only in these areas 
is there any available evidence that larger units are growing more 
rapidly than family units.‘ Still again, in the early-day extensive 
type of farming in the Corn Belt, larger-than-family units were 
frequent but they mostly passed out with the shift to more diversi- 
fied enterprises.5 Also, as cotton gave way to a greater variety of 
enterprises in the Piedmont, family units displaced the plantations. 
Finally the “bonanza” wheat farms of North Dakota increasingly 
gave way to family units with the advent of mechanization and 
disappearance of a handy migratory labor supply as a result of a 
decline in the lumber industry of the Lake States.® 


IV 


The question now arises as to what pre-machine habits of life 
and thought tend to be perpetuated by the shift to the machine 


4 Ellickson, John C., Brewster, John M., ““Technological Advance and the Struc- 
ture of American Agriculture,” This Journal, November, 1947. 

5 Gates, Paul Wallace, “Large Scale Farming in Illinois, 1850-1870,” Agricultural 
History, Vol. 6, January 1932. 

6 “Karly Bonanza Farming in the Red River Valley of the North,” Biggs, Harold 
E., Agricultural History, Vol. 6, January 1932. “Large Land Holdings in North 
Dakota,” Benton, Alva H., Journal of Land and Public Utility Economics, October 
1925. 
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process in agriculture but radically modified or wiped out by it in 
industry. In developing this point we shall first presuppose, as a 
base line of comparison, a pre-machine agriculture and industry, 
both organized into family production units, and then note the 
contrasts which emerge with the shift to machine methods. (The 
next section uses a similar procedure with respect to larger-than- 
family farms.) 

In these terms, technological advance increasingly underlies the 
growth of at least five prominent cultural differences between the 
farm and industrial segments of our society. First, such advance 
accelerates the functional and task forms of specialization in indus- 
try but not in agriculture. In working simultaneously, manufac- 
turing machines so multiply the number of concurrent operations 
as to (1) wipe out the union of the managerial, supervisory, and 
labor employments in the same individual (or family) and re-estab- 
lish them as full-time occupations of different classes, and further 
(2) destroy a similar union of labor operations. But since farm 
mechanization in no wise increases the number of things which 
must be done at the same time, it provides no new basis whatever 
for either the functional or task form of specialization.” Not only 
are different forms of specialization thus required by machine indus- 
try and agriculture, but any exchange of these forms would result in 
enormous inefficiencies. For the absence of the functional and task 
forms of specialization in industry would cause the worker to waste 
time in going from one operation to another, while any marked 
degree of task specialization in agriculture would cause the workers 
to waste time in waiting from one operation to another. To keep 
“modern” in respect to efficiency, farming must remain “old- 
fashioned” in respect to the “higher forms” of specialization. 

Second, in industry and in agriculture, machine methods require 
quite different relationships of the worker to the product, on the 
one hand, and to operations on the other hand. The relationship 
that once prevailed in both was personal identification of the 
worker with the product, as the sequential pattern of operations in 
each case enabled him to guide materials through one operation 
after another until the final product was the embodiment of his 
planning and effort. This relationship still holds in machine agri- 


* This does not mean that specialization is not present in agriculture. Quite the 
contrary. But it comes in mostly by way of differentiating the functions of farming 
areas instead of those of the farmer. 


74 Joun M. BrewstTER 


culture because the older sequence of operations still remains. But 
in working simultaneously, industrial machines have long since 
loosened the worker from the product and tied him to the repetitive 
performance of a particular operation, as he cannot be in different 
places at the same time. 

Third, the machine has created entirely different types of causal 
connections between operations in agriculture and in industry, 
the upshot of which is to leave farmers undisturbed in their old 
standing as purposive (self-directing) beings in their working actiy- 
ity while strongly tending to reduce industrial workers to the status 
of machines. 

The output rate and quality of any operation is functionally 
related to the rate and quality of every other, irrespective of 
whether they are done simultaneously or sequentially, by hand or 
by machine. But the causal connection within the simultaneous and 
the sequential patterns of operations is quite different. When done 
concurrently, the input-output rate and quality of any particular 
operation is controlled by the moment-by-moment flow of materials 
between operations. But when done sequentially, the input-output 
rate of a present operation obviously cannot be governed by the 
flow of materials from others which do not yet exist. As the control 
connection thus cannot be mechanical, it must be purposive— 
one’s idea of the amount and quality of output at which he aims 
in later operations. For these reasons, the shift to machine methods 
in agriculture leaves the farmer in the same self-directing status 
which the industrial worker enjoyed in the handicraft era. In 
industry, however, this shift results in the use of the flow-rate of 
materials as the immediate control over the performance rate of 
each particular operation. As a consequence, it is commonly held 
that machine industry tends to reduce workers to the status of 
machines. 

It should be noted, however, that the input-output rate and 
quality of operations is the expression of someone’s will and purpose 
as it does not fix itself. Hence the tendency of the factory system 
to reduce workers to machines hardly reflects an inherent quality 
of its simultaneous operations but rather a cultural lag. In the 
older economy of family units, control over the performance of 
production units was regarded as the sole and rightful prerogative 
of men in their proprietary (managerial) capacity—not in their 
labor capacity. The carry-over of this proprietary habit into the 
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factory system reduces men as laborers to the status of machines 
since it lodges in managers sole control of machine behavior, which 
in turn automatically controls labor motions. This condition is 
materially modified, if not completely removed, as this older handi- 
craft conception of management is replaced by effective collective 
bargaining procedures. Under this custom, the power to fix the 
performance rate and quality of a producing unit (as well as to 
distribute its output among contributing producers) ceases to be 
the sole prerogative of men in the capacity of either labor or man- 
agement and becomes the joint power (privilege) of equally self- 
directing men around the bargaining table. In this way the aims 
and methods of the industry become expressions of the common 
purpose of all concerned (instead of the dictate of any occupational 
group). 

Evidently, then, the so-called mastery of men by machines in 
industry is in great measure but a disguised way of saying that 
proprietary habits of life, indigenous to an economy of family 
units, may become tyrannical when transferred to an economy of 
factory units. In a machine agriculture of family units, these habits 
are now as always the heart and core of a free life but in control of 
machine industry they may become unbearable. In the shift to 
machine agriculture, the requirements of a free society do not call 
for a revolution in our older proprietary (managerial) habits of 
mind. The like may not be true in industry. 

Fourth, not only does machine agriculture conserve men as self- 
directing workers without requiring any change in their pre- 
machine proprietary habits, but it also conserves and expands the 
traditional human satisfactions in work whereas the contrary is 
true in industry. The old handicraft form of production met rather 
well the individual’s need for finding evidences of personal signifi- 
cance through (1) writing large his creative powers into the prod- 
ucts of his hands and (2) being the master of the rate and quality 
of his labor motions. When work meets these conditions, it is com- 
monly recognized that the “human costs” of production are mini- 
mized and its human satisfactions maximized. In these terms, ma- 
chine farming remains even more in line with traditional work- 
satisfactions than hand techniques. For in leaving unaltered the 
product of farming as the expression of the farmer’s planning and 
effort, machine agriculture likewise leaves the farmer in possession 
of the old artisan’s creative satisfactions that arose from guiding 
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materials through their many operations into finished products, 
Also it leaves the farmer in full possession of the artisan’s power to 
control his labor motions by his idea of the output desired from 
later operations because it does not tear apart his management and 
labor activities. Finally, machine agriculture expands these satis- 
factions of self directing and creative workmanship through releas- 
ing human energies from the brute strain of operations into the 
larger life of will and imagination on which farming so intimately 
depends. On the other hand, in shifting from the sequential to the 
simultaneous pattern of operations, machine industry (1) institutes 
the hum-drum of a repetitious task and (2) further tends to in- 
flict the pains of status degradation through reducing the worker 
from a self-directing to a mechanical agent in his labor activity. 

Fifth, in industry the machine has been and continues to be a 
breeder of social unrest; always plunging the underlying population 
into the teeth of old traditions, while the contrary is true in agri- 
culture. 

This is true, first, in terms of the need for creative and self- 
directing workmanship. The pains of monotony inflicted by task 
specialization have forced and continue to force the working folks 
of industry to seek outside their jobs a mosaic of satisfactions to 
displace the boredom of routine work. This escape-quest has taken 
such forms as the struggle for recreational diversions both inside 
and outside the shop, vacations with pay, and a steady shortening 
of the working day—all a sharp break with traditions indigenous 
to a society of family production units, and therefore opposed at 
every step. 

But the pains of status degradation that have accompanied the 
shift to the simultaneous pattern of operations run deeper than any 
discomforts of monotony, as they signify the struggle of workmen 
to remain men in their working as well as in their other activities; 
so much so that they cannot accept the tendency of the factory 
system to reduce them to machines. For, as Rousseau long ago 
pointed out, the essence of manhood lies in one’s purposive capacity 
—the power (freedom) to formulate, or at least share in formulating 
the rules which his limbs must obey; irrespective of whether such 
rules be for a card game, the affairs of state, or the speed rates of a 
production line. Hence, in running counter to this self-directing 
element of human nature, machine industry under a carry-over of 
proprietary (managerial) habits from an economy of family units, 
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forces the underlying population to grips with one of the most 
fundamental traditions of the past—the deep conviction that in- 
dustrial policy-making is the sole and rightful prerogative of the 
proprietors of industry much as political policy-making was once 
believed to be the sole and rightful prerogative of the king; i.e., 
the chief proprietor of the realm. | 

In contrast, the shift from hand to machine farming accomplishes 
the amazing feat of increasing the productivity of farmers at a 
rate® comparable to that of industrial workers, and at the same time 
re-enforces views and sentiments of life that were nourished several 
centuries ago in industry by the handicraft regime. For in addition 
to visiting upon farmers no additional pains of monotony and not 
molesting the fusion of managerial and labor employments in the 
same person, the shift to machine production raises to new heights 
the traditional dignity of farmers as self-directing agents by remov- 
ing drudgery from their work. In this respect, at least, the chief 
cultural effect of agricultural industrialization may well be to in- 
voke in farmers an even deeper contentment than ever, with a frame 
of mind and values that first took root in the handicraft era. 

The same principle is true from the standpoint of security needs. 
Machine farming daily re-enforces the pre-machine gospel of self- 
help as being the truly respectable basis of security; and quite 
properly so, for as long as the household and the firm remain fused 
into one organization, business is not free to hire and fire most of 
its workers at will but must meet their livelihood needs from the 
cradle to the grave. But by separating firms from households, 
machine industry tends to make the business man a conservative 
and the worker a disciple of change. It does so through enabling 
business to free itself from the enormous welfare load of family 
production units by shifting this load from firms to individual work- 
ers while continuing to use the older self-help habits of thought as 
justification for its new freedom. From this standpoint the great 
danger to freedom is the urge for security. For the older litanies of 
self-help gradually lose the ring of sound principle to those who do 
the work of industry. Saddled with a greater degree of insecurity 
than was ever loaded onto solitary individuals by any economy, 
they are driven to seek ways of re-shifting to the state and modern 
firms the welfare obligations, assumed as a matter of course by the 


® Though not yet to the same level. 
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earlier order of family production units. In this livelihood perspec- 
tive, freedom and security are as inseparable as the fingers and the 
hand. 

Finally, from an over-all social point of view, the machine process 
in industry tends to weaken the enterprise regime while re-enfore- 
ing it in agriculture. The simultaneous pattern of operations makes 
possible such an expanded scale of production that the efficient 
utilization of industry may require only one, or at most a very few 
firms, each so large as to substantially influence the price at which 
it buys and sells. On the other hand, the guarantee of impersonal 
competitive forces, that the businessman will actually operate in- 
dustry in line with the public interest, disappears. The upshot of 
this paradox is to keep alive the question as to whether public 
need for greater wealth and comfort does not require more and 
more state intervention. 

But no such question is fostered by the shift to machine agri- 
culture. Only as a defense against monopolistic elements of indus- 
trial firms do farmers reluctantly accept “government programs.” 
Shift to machine methods has neither added to nor detracted from 
the primitive competitive character of American agriculture. In 
fact, machine farming does not so much as even fully commercialize 
the production process. While it does call for a greater purchase of 
fuel and power inputs, it calls for less hired labor; since the more 
mechanized the farm, the more a family is able to do the work. 
As much after the industrialization as before, “farming as a busi- 
ness’’ means about what it has always meant—the opportunity of 
being a self-directing workman. 


V 


By the criteria of functional specialization, there is indeed a 
strong similarity between factories and larger-than-family farms, 
as labor and management are separated in both cases. Since this 
separation is a stereotype of progress, larger-than-family farms are 
able to share vicariously the great prestige that gathers about the 
factory system. They are easily pictured as the outposts of farm 
‘technological advance; even though exactly the same separation of 
functions was as prevalent in agriculture before the machine as 
afterwards, and therefore is actually no indicator of such advance. 
But while the institution of larger-than-family farms signifies no 
technological uniqueness, the question remains as to whether it 
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(unlike family units) may signify lingering habits of life that even 
antedate the handicraft era. 

The basis of this contingency is the fact that the cause and cul- 
tural background of functional specialization are quite different in 
industry and in agriculture. In industry such specialization arises 
as a result of technological advance—the need for supervisors and 
managers to coordinate the great multitude of concurrent tasks 
which arise in the shifting from the sequential to the simultaneous 
pattern of operations. While this advance destroyed the economy 
of family production units, the value sanctions and character traits 
fostered by that economy were carried over as the cultural founda- 
tions of the factory system. For example, controlling the operation 
of producing firms through “free” contract largely stems from this 
source; the chief reason being that the union of labor, supervision 
and management in the great bulk of individuals ingrained the 
habit of self-direction and personal independence as a matter of 
bread and butter survival. So much was this the case that when the 
factory system smashed the older unity of functions, men would 
tolerate their re-establishment as different occupations only through 
the legal procedure of managers and workers meeting as equal 
bargainers, each seeking his own advantage.® Again, by making 
families responsible for their own keep from birth to death, this 
same unity of functions ingrained into the rank and file the habit 
of rigorously skimping present consumption so as to produce more 
tomorrow. Out of the saving habit thus fostered finally came in 
great measure the capital in the form of factories that destroyed 
the older economy of family units, though not its frugal habits of 
life. 

Thus as incubators of the spirit of capitalism, family production 
units have always been without an equal, though by specialization 
criteria which characterize factories and “large scale” farms, they 
are a back-number. 

In contrast, it is quite possible that the institution of larger- 
than-family farms, for all its greater similarity to the factory 


® This does not mean that coercion was not employed in subordinating a society 
of family operators to a hierarchy of bosses and managers in the factory system. 
Rather it means that the coercion used was not physical but pecuniary pressure— 
the power to withhold from others what they need but do not own. One could not 
club another into a “free” contract, though he might starve him into it. Shift from 
feudalism to the free society of capitalism was thus not a shift from coercion to an 
absence of coercion but rather a change in the type of legitimate coercion. 
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system, may still bear traces of a pre-capitalistic culture. In agri- 
culture, functional specialization does not stem from any techno- 
logical advance but from the power of a few to expand farm hold- 
ings substantially beyond the ability of a family to do the work 
in any particular operation. Historically, the first expression of 
this power was physical prowess—the right of possession by con- 
quest. The relationship of superior and inferior, involved in some 
sense in all functional specialization, was thus initially established 
on the land through physical subordination. The result was a larger 
culture of servile relations—feudalism and even slavery in all their 
various shades. This does not mean that free contract and its spirit 
of equality and enterprise has not in great measure replaced sub- 
ordination and its spirit of domination and servility, as a basis for 
the superior-inferior relationship on larger-than-family farms. 
Quite the contrary. But it does mean that this cultural advance in 
agriculture owes little to any disruptive pressure of the shift from 
hand to machine farming upon older servile habits of life. Instead, 
it stems chiefly from the smothering effect of the surrounding cul- 
ture of self-directing individuals—habits of life that first got their 
toe-hold on modern society mainly through an economy of family 
production units, chiefly limited to industry in pre-machine Europe 
but including most of American agriculture, both now and in the 
pre-machine era. 


VI 

An important tool of social analysis is the hypothesis that cul- 
tural change is largely the function of technological change. This 
idea usually carries the tacit assumption that the machine process 
is “all of one piece” as it were, so that its substitution for hand 
methods in all major industries will result in similar occupational 
adjustments, and hence policy attitudes, throughout all important 
sectors of the economy. Theory thus squeezes agriculture and in- 
dustry into a common mold, both technologically and culturally.” 

This view would seem to require some revision as it overlooks the 
fact that the machine process itself may be the basis of profound 
cultural lags. At every turn, the shift from the hand to machine 
industry is found to be mechanically progressive and socially 
revolutionary in that it is able to increase the productive power of 


10 For a recent example of this mode of analysis see Geroid Tanquary Robinson, 
“The Ideological Combat,” Foreign Affairs, vol. 27, pp. 527-528, July 1949. 
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the hand only through grinding away the basic habits of work and 
life that were indigenous to a handicraft economy. On the other 
hand, this shift in agriculture is mechanically progressive but 
socially conservative in that it is ever able to increase the power of 
the hand without disturbing many strategic beliefs and practices, 
first fostered by the older economy of family produciion units, 
or even the remoter servile habits nourished by a still older economy 
of feudal relations. It creates no new (occupational) class of people, 
whose new ways of living and making a living, force them to work 
out a new view of man and society as means of reshaping older 
frames of thought in line with their new needs of livelihood and 
social status. In this limited but important sense, machine agri- 
culture is mechanically progressive but socially conservative. Owing 
to pervasive technological differences between farming and in- 
dustry, agriculture is thus one of the last outposts of “rugged indi- 
vidualism”’ with its creed of the “self made man’’; and for similar 
reasons, agricultural and business economists—in marked contrast 
to labor economists—are still the most ardent devotees of laissez- 
faire. 


WESTERN FARM AREAS IN TWO WORLD WARS 


Rosert F. WALLACE 
Washington State College 


BRIEF analysis of the financial and economic structure of 

several Western and Midwestern farm states during the 
period of World War I as compared with World War II affords an 
interesting study in contrasts which has basic significance for na- 
tional agricultural policy. This is a case study of ten states in which 
agriculture is the principal industry. The area was chosen more or 
less arbitrarily. It is approximately coterminous with the bounda- 
ries of the Ninth and Tenth Federal Reserve Districts, and includes 
the states of Colorado, Kansas, Nebraska, New Mexico, Oklahoma, 
Wyoming, Minnesota, Montana, North Dakota and South Dakota. 
It should be noted that these states include the so-called Dust 
Bowl area where some of the nation’s most severe agricultural 
distress occurred during the ’twenties and ’thirties. 

At the end of World War I American farmers stood in an ap- 
parently enviable position. Much of the nation’s greatness had been 
built on her abundant agricultural production, and in World War I 
just ended, the industry had demonstrated its key position in the 
economy. America’s principal contribution to the allied cause had 
come from her farms. Farmers had benefited correspondingly. 
Prices of all farm products were far higher than they had ever been 
before. Farmers were better supplied with equipment than ever 
before. Inventories of livestock were large and expanding. Bank 
deposits in farm areas were the highest on record. And what seemed 
most encouraging to large numbers of farmers was the great and 
unprecedented increase in the value of their farms. 

Yet, in spite of these apparent advantages, agriculture soon 
encountered a severe depression. The hardship and losses did not 
end with the upturn in general business conditions which soon fol- 
lowed the depression of 1920-1921. Agriculture remained relatively 
depressed throughout the prosperous "twenties. Then, with the 
Great Depression of the 1930’s a bad situation became worse and 
the farm problem soon approached the proportions of a catastrophe. 
In spite of numerous government aids and palliatives, American 
agriculture enjoyed only a limited recovery during the ’thirties. At 
the beginning of World War II the basic problem of over-produc- 
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tion of certain crops was still unsolved, though it was quickly sub- 
merged and at least temporarily eliminated by the enormous 
expansion of demand. 

With the end of World War II, parallels with the situation follow- 
ing World War I immediately suggested themselves. At least 
superficially, the similarities were great and still are. Farm prices 
and incomes had risen to all-time peaks. Land values were well 
above the pre-war level and bank deposits in farm areas had again 
reached record highs. It is not surprising then that farmers and 
others should recall the experience following the other great war 
and be on the alert for a recurrence of the familiar “‘boom and bust” 
pattern. However, a careful investigation of the facts indicates that 
the situation following World War II is fundamentally different 
from the World War I period in many important ways. Irrespective 
of government price supports, subsidies and other aids, there is 
evidence to support the belief that much of the nation’s agriculturay 
area is in such a sound financial position today that no conceivable 
agricultural depression would soon be likely to precipitate the 
avalanche of bankruptcy, deflation and general economic collapse 
which characterized farm areas in the years 1920-1921 and 1929_ 
1933. 


Relative Prices and the Balance of Payments 


The balance of payments as between farm areas and other parts 
of the nation depends upon prices received by farmers as compared 
with prices paid by farmers and on the quantities of goods ex- 
changed. The relationship of prices received to prices paid is the 
basis of the parity concept. A comparison of farm prices and other 
prices during and after the two great wars indicates that farmers 
have enjoyed a much more favorable balance of payments over a 
much longer time during the period of World War II than during 
the earlier war. 

During World War I favorable selling prices were offset by al- 
most corresponding increases in the prices of the things farmers 
had to buy. Only during the four years from 1917 through 1920 
did farm products have purchasing power in excess of the then 
recent 1909-1914 base period. The average ratio of prices received 
to prices paid by farmers 1914-1921 was 101 measured by the same 
base period. The experience of agriculture during World War II 
was only slightly more favorable than during World War I, the 
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principal advantage occurring in the longer duration of the favora- 
ble price relationships. For the period 1940-1948 the average ratio 
of prices received to prices paid was 110. But the 1909-1914 base 
does not provide a fair basis for comparison of the two periods, 
Agriculture has become vastly more efficient than it was during 
the 1909-1914 base period and during World War I. Because 
of enormously increased efficiency and far greater productivity 
per unit of input, any given parity ratio represented a much more 
favorable price-cost relationship in 1940-1947 than in 1914-1920, 
Parity ratios computed on the 1909-1914 base provided a fairly 
accurate picture of the changes which took place in the fortunes 
of agriculture during World War I. But during World War II 
the changes which occurred are probably more accurately and 
fairly shown by using a base year nearer to the period under consid- 
eration. Where 1940 is taken as the base year the average ratio 
of prices received to prices paid by farmers, 1940-1948 was 137. 

While price ratios became increasingly favorable to farmers dur- 
ing the World War II period, the production of agricultural prod- 
ucts was expanded to new record highs, partly as a result of more 
intensive operation and partly as a result of a series of exceptionally 
favorable crop years. Increased output combined with favorable 
price ratios to give American agriculture a substantial favorable 
balance of payments in its dealing with the rest of the nation. 
This is clearly shown in the growth of farm income as compared 
with the growth of national income. While total national income 
grew from $81 billion in 1940 to $203 billion in 1947, an increase of 
150 percent, farm income in the nation grew from slightly less than 
$5 billion to over $18 billion during the same period, an increase of 
270 percent.! 

In the ten agricultural states included in this study incomes in- 
creased somewhat more rapidly than in other parts of the nation. 
Although income payments to individuals as reported by the De- 
partment of Commerce include a great deal of non-farm income, 
this magnitude nevertheless has some value in comparing the gener- 
al income experience of these ten states with that of the other states. 
Income payments to individuals in the ten states increased from 
$4.3 billion in 1940 to $14.8 billion in 1947, an increase of 244 per- 
cent. This was somewhat more favorable than the experience of 
the other thirty-eight states where income payments increased 


1 Income estimates are those reported by the Department of Commerce. 
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from $75.9 billion to $189.7 billion during the same period, an 
increase of only 150 percent.” 

If farm income alone is considered instead of income payments 
of all kinds, the favorable income experience of farmers of the ten 
states is spectacularly above the average for the nation as a whole. 
According to preliminary estimates by the Department of Agricul- 
ture, farm income in these ten states increased from $860 million 
in 1940 to $2,706 million in 1945.* This is an increase of 215 percent 
as compared with an increase in total national income during the 
same period amounting to only 125 per cent. 


The Banking System in Two World Wars 


The exceptionally favorable balance of payments which the ten 
farm states enjoyed during World War II was reflected by a 
tremendous growth of liquid asset holdings in the hands of the 


I* CHaNGEs IN Deposits OF ALL BANKS IN TEN AGRICULTURAL STATES 
AND IN THE UNITED States, DECEMBER 30, 1939 To DECEMBER 31, 1947 


(In Millions of Dollars) 
Dec. 19389 Dec. 1947 Percentage 
increase 
Colorado 344 1,131 229 
Kansas 412 1,608 290 
Nebraska $45 1,325 284 
N. Mexico 66 287 335 
Oklahoma 461 1,534 233 
Wyoming 70 240 243 
Minnesota 1,023 3,023 196 
Montana 150 560 273 
N. Dakota 77 585 660 
S. Dakota 99 528 433 
Total Ten States 3,038 10,821 256 
Total U. S. 68 ,222 162,713 139 


* Source: Annual Report of the Comptroller of the Currency, 1940, p. 272; 1947, 
p. 119. (Totals may not add due to rounding.) 


* Source: Survey of Current Business. United States Department of Commerce, 
August, 1948, p. 18. 

* Preliminary estimates of farm income by states appeared in Income Parity for 
Agriculture, United States Department of Agriculture, Bureau of Agricultural 
Economics, October, 1945, pp. 32-36 and in the Farm Income Situation, United 
States Department of Agriculture, Bureau of Agricultural Economics, July, 1946, 
p. 21. Unfortunately, no estimates of farm income by states are available for more 
recent years as the whole series is being revised on the basis of data obtained by the 
1945 Census of Agriculture. 
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people in those states. Although the estimates of liquid asset hold- 
ings reported by the Federal Reserve System are not broken down 
by states, it is possible to trace an important index of financial 
liquidity by states in the form of bank deposits. Table I shows the 
changes which occurred in total bank deposits in each of the ten 
states during the period of World War II as compared with changes 
for the nation as a whole. 

A glance at the column showing percentage increases by states 
is sufficient to make clear that deposits grew much more in this 
area than in the nation as a whole. The spectacular growth of 
deposits in these states was partly oving to the unusually favorable 
income experience of the area during the war and postwar years, 
but also partly reflected the unavailability of goods for which the 
deposits would normally be spent and which are largely produced 
outside this area.‘ In any event, the large deposits represent liquid 
asset holdings of the people of the area, a substantial proportion 
of whom are farmers. However, the growth of deposits is a good 
measure of financial stability only in proportion as the deposits are 
backed by bank assets which are themeslves liquid. Moreover, to 
the extent that the owners of the deposits are in debt to the banks 
such deposit claims represent no net asset whatever to their owners. 
In order to analyze the nature of the assets behind the deposits and 
to make comparisons with the situation following World War I, 
Table II presents the consolidated balance sheets of all banks in the 
ten states for the years 1920 and 1947. 

In the period following World War I, the banking system proved 
to be one of the weakest elements in the entire economic structure 
of the nation. This was especially true of the Western farm areas 
where bank failures reached catastrophic proportions in the ten 
states during that period. The weakness of the banks in the ten 
states during that period is shown in Table II. At the end of 1920, 
68.8 percent of the assets of the banks were represented by loans 
and discounts, Thus it is clear that a relatively small liquidation of 
deposits or a temporarily unfavorable balance of payments with 
other areas would probably lead to almost immediate pressure upon 
the debtors of the banks. Because of the fact that most of the assets 

* The latter factor was recognized by the directors of the Research Departments 
both at the Minneapolis and the Kansas City Reserve Banks. See Paul W. Mc- 


Cracken, The Future of Northwest Bank 6 oy Federal Reserve Bank of Minneapo- 
lis, March, 1946, p. 18, and T. Bruce Robb, “An Eye-Opener on Country Banks,” 


U.S. Bonds II, Banking, January, 1947, p. 33. 
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behind deposits in 1920 were loans of customers and because, as it 
later turned out, these proved largely unshiftable to Federal 
Reserve Banks in times of adversity, the deposits of the banks in 
the ten states were not in liquid condition. From the viewpoint of 
financial assets, the bank deposits of the area did not represent net 
claims at all, but were largely offset by the banks’ claims against 
the depositors. 


TaBLE CoMPARATIVE BALANCE SHEET oF ALL Banks IN TEN AGRICULTURAL 
States, DeceMBER, 1920 To DecEMBER, 1947 
(In Millions of Dollars) 


ASSETS 

Dec. Percent Dec. Percent 

1920 of total 1947 of total 
Cash and Duefrom Banks $ 784 17.7 $ 2,992 25.4 
Loans and Discounts 3,035 68.6 2,234 18.9 
U.S. Govt. Bonds 219 4.9 5,517 46.9 
Other Investments 234 5.3 643 5.5 
Other Assets 153 3.5 386 3.3 
Total Assets $4,426 100.0 $11,772 100.0 

LIABILITIES 

Dec. Percent Dec. Percent 

1920 of total 1947 of total 
Total Deposits $2 ,989 67.5 $10 ,821 92.0 
Capital Account 325 7.3 182 1.5 
Rediscounts 203 4.6 oes 
Other Liabilities 910 20.6 769 6.5 
Total Liabilities $4 , 426 100.0 $11,772 100.0 


* Source: Annual Report of the Comptroller of the Currency, 1947, pp. 115-119; 
1920, Vol. II, pp. 349-464, 804-835. (Totals may not add due to rounding.) 


The situation following World War II presents a sharp contrast. 
The large liquid item in the balance sheet represented by United 
States bonds amounted to nearly half of the banks’ total assets 
in 1947 as compared with 1920 when the government bonds ac- 
counted for less than one-twentieth of total assets. Cash and re- 
serve holdings which amounted to only 17.7 percent of total assets 
in 1920 had increased to 25.4 percent in 1947. On the other hand, 
the item “loans and discounts” which was the chief asset in 1920 
was reduced to a relatively safe 18.9 percent in 1947. The substan- 
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tial size of “‘rediscounts” and “‘other liabilities” in 1920 as compared 
with the virtual non-existence of these items in 1947 is also a differ. 
ence favorable to the latter period. 

The contrast in bank liquidity in the ten states during the two 
war periods is well illustrated by a comparison of the ratio of cash 
and United States Bonds to total deposits for the two periods, 
This is shown in Table ITI. 


Taste III. (Inctupine Reserves) anp UnitEp States Bonps 
CoMPARATIVE WITH ToTAL Deposits FOR ALL BANKS IN TEN 
AGRICULTURAL STATES 1915-1920 anp 1941-1947 
(DecemBerR Catt Dates) 

(In Millions of Dollars) 


Total Ratio of Total Ratio of 

Year cash& cash & Year cash& cash & 

U.S. bonds to U. S. bonds to 

bonds deposits bonds deposits 
1915 $ 519 $1,428 36.3 1941 $2,200 $ 3,680 59.8 
1916 631 1,752 36.0 1942 3,891 5,216 74.6 
1917 661 2,199 40.0 1943 5,541 6,622 83.7 
1918 833 2,388 $4.9 1944 6,970 8,133 85.7 
1919 1,101 2,969 37.0 1945 8,944 10,201 87.7 
1920 1,003 2,988 933.6 1946 8,382 10,128 82.8 
1947 8,509 10,821 78.6 


* Source: Annual Reports of the Comptroller of the Currency. 


If a comparison is made for 1947 on the basis of demand deposits 
it is found that they are almost 100 percent liquid. Demand de- 
posits of all banks in the ten states totaled $8,736 millions as com- 
pared with cash and United States Bonds of $8,509 million.® 

One formerly serious element of weakness in the banking struc- 
ture itself has been greatly reduced in the years since 1920. Agri- 
cultural areas in 1920 were greatly “‘over-banked” in the sense 
that lax state banking laws had permitted and encouraged the 
establishment of large numbers of small, ill-managed banks in most 
of the small towns of the farm states. Table IV shows the changes 
that have occurred in the numbers of banks in the ten states since 
1920 and also the contrast with the numbers of banks found in some 
older parts of the nation. The contrast between the ten agricultural 
states and the three Eastern states brings out one of the serious 
elements of economic weakness in the farm areas. An extreme 
contrast is found in the fact that Massachusetts with almost six 


5 Source: Annual Report of the Comptroller of the Currency, 1947, pp. 116-118. 
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times as many people as North Dakota had only slightly more than 
half as many banks. Since 1920 the over-banked condition of the 
ten states has been remedied to a large extent, almost entirely as a 
result of bank failures in which the weaker institutions simply 
disappeared. Nearly two-thirds of all the banks in that area failed 
between 1920 and 1947. Although the purgative was a painful one, 
and could hardly be recommended as desirable, the change, once 
having been accomplished, represents an important element of 
strength in the present situation as compared with 1920. 


Taste IV.2 CuHances In NumBer or ALL AND IN PoPULATION IN TEN 
AGRICULTURAL STATES AS COMPARED WITH THREE EasTERN STATES 


No. of People 


Population wa No. of People 


per per 
1920 1920 bank 1947 1947 bank 
Colo. 939,629 403 2,331 1,171,324 146 8,093 
Kans. 1,769,257 1,357 1,304 1,943,079 610 3,185 
Nebr. 1,296,372 1,276 1,016 1,315,456 418 $3,147 
N. Mex. 360,350 123 2.930 561,275 47 11,942 
Okla. 2,028,283 967 2,096 2,357,277 $386 6,106 
Wyo. 194,402 160 1,215 281,440 55 5,117 
Minn. 2,387,125 1,520 1,570 2,938,827 680 4,322 
Mont. 548,889 1.974 502,454 112 4,486 
N. Dak. 646,872 900 719 560,230 152 3.686 
S. Dak. 636,547 693 919 572,957 170 3,370 
Total Ten 
States 10,807,726 17,830 1,380 12,204,319 2,776 4,396 
N. York 10,385,227 1,130 9,190 14,286,673 792 18,039 
Mass. 3,852,356 8,286 4,798,984 378 12,696 
Penn. 8,720,017 1,218 7,759 10,423,984 1,002 10,403 


* Source: Statistical Abstract, 1947, p. 7. Annual Reports of the Comptroller of 
the Currency, 1920, Vol. II, pp. 349-464, 1947, pp. 115-116. 


Farm Mortgage Debt in Two World Wars 


Excessive mortgage debt proved to be such a serious cause of 
hardship following World War I that a comparison of agricultural 
finance in the two war periods must carefully examine the differ- 
ences or similarities which exist in the farm mortgage situation. 
Table V shows the changes which occurred in the ten states during 
both eight-year war and postwar periods. 

Scarcely any other data could so sharply emphasize the difference 
between the financial structure of agriculture during World War II 
compared with World War I. Whereas in the earlier period, farmers 
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incurred increasing debt in order to bid against each other for farm 
land, in the period of World War II mortgage debt, already com- 
paratively small at the beginning of the period, was actually re- 
duced by a substantial amount. Farmers remembered the disasters 
which had been associated with mortgage debt in the past and, as 
production controls in wartime made it difficult to find goods to buy 


Tasie V.* Farm Mortcace Dest OvuTsTANDING AT THE BEGINNING oF 
Eacu YEAR IN TEN AGRICULTURAL STATES AND IN THE THIRTY- 
Ereut Oruer States, 1914-1922 anp 1940-1948 
(In Millions of Dollars) 


Amount Amount — Amount Amount “i 

1914 1922 1914-1922 1940 1948 1940-1948 

Colo. $ 45 $ 197 +338 $ 75 $ 75 NoChange 
Kans. 174 490 +182 284 143 —50 
Nebr. 196 679 +246 310 142 —54 
N. Mex. 10 36 +260 27 42 +56 
Okla. 107 265 +148 154 113 —27 
Wyo. 14 55 +293 34 28 —18 
Minn. 261 595 +128 376 244 —35 
Mont. 60 194 +223 66 42 —36 
N. Dak. 161 $20 + 99 141 70 — 50 
S. Dak. 152 446 +193 128 71 —45 
Total Ten States $1,180 $3,077 +161 $1,595 $ 971 —39 

Total Other 38 

States $3,528 $7,626 +116 $4,991 $3,910 —22 


* Source: Donald C. Horton and Haven D. Umstott, Revised Annual Estimate 
of Farm Mortgage Debt by States, United States epartment of Agriculture, Bureau 
of Agricultural Economics, April, 1944, pp. 18-19; Agricultural Finance Review, 
Vol. 10, November, 1947, p. 118, Data for 1948 from mimeographed release by 
Bureau of Agricultural Economics, May, 1948, p. 4. 


with their growing incomes, debt reduction seemed to make more 
sense than mere asset accumulation, especially in view of the fact 
that investment opportunities available to the average farmer out- 
side his own farm usually afford somewhat lower rates of return 
than he is obliged to pay on his mortgage. 

In addition to the favorable situation indicated by Table V, the 
real mortgage debt burden declined even more. Since a given mort- 
gage debt becomes light or onerous in proportion as the debtor’s 
income rises or falls, the effect of rising incomes has been to reduce 
the actual burden of farm mortgage debt. In 1940, total farm mort- 
gage debt in the ten states was $1,595 million or 186 percent of the 
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ten states’ annual net farm income of $860 million. By 1945, 
mortgage debt of $1,137 million represented only 42 percent of 
the area’s net farm income of $2,706 million.” Although no more 
recent data are available, it is probable that the debt-income ratio 
has become increasingly favorable, at least up through 1947. 

Although no data are available for comparison of the experience 
of the ten states from 1914 up to the present time, an excellent pic- 
ture of the debt-income relationship for American agriculture as a 
whole is afforded by Table VI. 


Taste VI.2 Totat Farm Mortaace Dest AT BEGINNING 
or YEAR COMPARED WITH ToTaL REALIZED Net Farm INcoME 
(IncLupING GOVERNMENT PAYMENTS) 
(In Millions of Dollars) 


Mortgage debt 
Year —_ Be — as a percentage 
of income 
1915 $4,991 $ 3,745 133 
1920 8,449 6,778 125 
1925 9,913 6,103 162 
1930 9,631 4,329 222 
1935 7,584 4,484 169 
1940 6 , 586 4,541 145 
1945 4,933 12 ,536 39 
1947 4,777 18 ,000 27 


* Source: Horton and Umstott, loc. cit., pp. 18-21; Bureau of Agricultural 
Economics, Agricultural Outlook Charts, Nov. 1947, p. 10; Agricultural Finance 
Review, Nov. 1947, p. 118. 


In spite of favorable and rising incomes after 1915, farm mortgage 
debt for a time increased even more rapidly. By contrast, during 
the years following 1940, debt has declined steadily in the face of 
growing farm incomes. The Department of Agriculture has esti- 
mated that interest charges on mortgage debt represented about 
seven percent of cash farm income in 1919, but no more than three 
or four percent in 1943.8 

It must be recognized, of course, that such over-all data apply 
to whole states and to the entire nation and do not show the posi- 
tion of individuals. In spite of a general real improvement in the 
mortgage debt situation, many individual farmers are undoubtedly 


6 Department of Agriculture estimates. 

7 Department of Agriculture estimates. 

§ Source: Impact of the War on the Financial Structure of Agriculture, Bureau of 
Agricultural Economics, p. 80. 
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laboring under excessive mortgage burdens, which they have con. 
tracted on the basis of recent price levels and which would become 
insupportable in the event of any substantial deflation of farm 
prices. However, in the event that a susbtantial number of over. 
extended individuals should encounter difficulties with their mort- 
gages in the future, there is a new element in the situation which 
should make the whole problem of distressed mortgages somewhat 
more manageable than it has been in the past. Mortgages are now 
more concentrated in the hands of centralized lending agencies 
than ever before. In 1944, 36.5 percent of all farm mortgages in 
the United States were held by Federal agencies or federally spon- 
sored agencies whose policies can be determined or influenced by 
the Federal Government.® Life insurance companies held 17.5 
percent. Thus, it appears that over half of all farm mortgage debt 
was held by large agencies who are usually in a position to take a 
long-run view of mortgage debt and with whom it would be relative- 
ly easy for the Federal Government to deal in making arragements 
for relief in case of distress on a large scale. 


Implications of Agricultural Liquidity For National Policy 


The facts outlined here indicate that in these farm states where 
the nation’s farm problem has appeared most acute in the past 
the situation is now one of substantial financial liquidity and stabil- 
ity. In view of this situation, it would seem appropriate to recon- 
sider our national agricultural policy. Economists generally agree 
that low farm prices in times of general depression chiefly reflect 
the weak position of the competitive sector of an unstable economy, 
and that general economic stability provides the only fundamental 
solution to the so-called farm problem, but it has also been clearly 
demonstrated that there is an additional problem of a long-run 
tendency toward excessive allocation of human resources to the 
industry.?° 

To the extent that national policy succeeds in stabilizing the 
general level of economic activity, the second problem—i.e., over- 


® Source: Impact of the War on the Financial Structure of Agriculture, Bureau of 
Agricultural Economics, pp. 104-105. 

10 See especially, Geoffrey S. Shepherd, Agricultural Price Policy, Towa State 
College Press, Ames, Iowa, 1947; O. B. Jesness, Postwar Agricultural Prospects, 
Agricultural Experiment Station, University of Minnesota, Minneapolis, January, 
1944; Theodore W. Schultz, Agriculture in an Unstable Economy, McGraw-Hill, 
New York, 1945. 
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population, will tend toward automatic solution as opportunities 
for urban employment draw excess rural population into the areas 
of higher per capita income. To this extent, national efforts toward 
economic stabilization are wholly salutary in their influence both 
upon the farm problem of price and income stability and upon the 
related long-run problem of the proper allocation of human re- 
sources as between rural and urban areas. 

The objective of national economic stabilization policy is entirely 
correct in its relation to the farm problem. Unfortunately, national 
agricultural policy is not equally sound and, in fact, even tends to 
prevent some of the desirable adjustments which would normally 
accompany general economic stabilization. In addition to promot- 
ing transfer of population out of agriculture when better income 
opportunities elsewhere reflect the greater need for human resources 
in other industries, national farm policy should also promote the 
allocation of a given quantity of agricultural resources between the 
various alternative types of output in such a manner as to afford 
the best possible combination of farm crops from the viewpoint of 
consumer needs and wishes. But our present national agricultural 
policy, based upon the parity price concept, can have no such re- 
sult. In fact, the nation’s farm policy, far from tending to solve 
the problems of imbalance between outputs of particular agricul- 
tural crops or between agricultural production and industrial 
production, actually prevents their solution. Present policy, by 
regarding prices as goals rather than as directives, can maintain 
farm income only through restrictive practices which subsidize 
farmers at the expense of the national standard of living, or which 
produce combinations of output which are largely unrelated to 
present consumer needs and wishes. Most competent observers 
have long recognized this basic fault of national farm policy, yet 
the relatively depressed condition of agriculture in the two decades 
preceding World War II has afforded the farm bloc sufficient 
political leverage to prevent serious reconsideration of the basic 
policy. Now the plea of hardship is missing. The patient is healthy 
and can stand a major operation. The significance of the present 
financial stability and liquid asset accumulation of farmers and of 
farm areas is that it makes the industry better able than ever before 
to adjust itself to a long-run situation in which it can be self-sup- 
porting, both in regard to the industry as a whole and in regard to 
specific crops in particular. It might reasonably be argued that 
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farmers themselves would be well advised to support a workable 
long-run policy now at a time when their political position is strong 
and when they would have a maximum of influence in determining 
the details of a new policy. The alternative might conceivably be a 
revision of national agricultural policy far less acceptable to the 
farmers, perhaps resulting from the accumulation of unmanageable 
surpluses, produced under subsidy and serving to draw public 
attention to the diseconomies of the present arrangement. 
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UNITED NATIONS SCIENTIFIC CONFERENCE ON 
THE CONSERVATION AND UTILIZATION 
OF RESOURCES* 


G. H. L. P. Gassarp anp Joun F. Timmons 
Clemson College, Texas A. & M. College and Iowa State College 


HE Preamble to the United Nations Charter expresses the 

ideals and common aims of all the peoples whose governments 
joined together to form the United Nations. Among other things 
it sets forth a determination “‘to promote social progress and better 
standards of life in larger freedom” and for this end pledges “‘to 
employ international machinery for the promotion of the economic 
and social advancement of all peoples.’”! 

The United Nations Scientific Conference on the Conservation 
and Utilization of Resources held at Lake Success, New York, 
August 17 to September 6, 1949 came about as a direct result of 
this determination and this pledge. The Conference was arranged 
by the Hon. Trygve Lie, Secretary-General of United Nations in 
accordance with specific instructions from the Economic and Social 
Council.? 

The nature of the Conference is perhaps best expressed and 
defined in a resolution adopted by the Council in March 1947. 
It reads as follows: 


“The Economic and Social Council, RECOGNIZING the importance 
of the world’s natural resources, particularly due to the drain of the war on 
such resources, and their importance to the reconstruction of devastated 
areas, and recognizing further the need for continuous development and 
widespread application of the techniques of resource conservation and 
utilization, .. . 

“DECIDES to call a United Nations Scientific Conference on the Con- 
servation and Utilization of Resources for the purposes of exchanging in- 
formation on techniques in this field, their economic costs and benefits, and 
their inter-relations. . . 

“DECIDES that the Conference be devoted solely to the exchange of 


* The authors were United States delegates to the Conference, but the ideas and 
opinions set forth in this article are their own and do not necessarily reflect the views 
of their government or of officials in the Bureau of Agricultural Economics who rec- 
ommended their appointment. 

1 Preamble to United Nations Charter—From Basic Facts about the UN De- 
partment of Public Information, UN, Lake Success, January 1949, p. 2. 

? The ESC is composed of 18 member nations elected by the General Assembly of 
UN. It works with and through a number of “specialized” organizations all seeking 
to build a world of greater prosperity, stability and justice. See ESC Resolutions 32 
(IV) and 109 (VI). Also reports of Secretary-General E/605 and E/792. 
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ideas and experiences on these matters among engineers, resource tech- 
nicians, economists and other experts in related fields . . .” 


General responsibility for the Conference was vested in a con- 
ference Secretariat within the United Nations Department of 
Economic Affairs and headed up by A. D. K. Owen, Assistant 
Secretary General. Fifty nations were represented. Emphasis was 
upon conservation and utilization of resources of whatever kind. 

The Conference was organized into both plenary and sectional 
meetings. Opportunity was provided for full and frank discussion 
by scientists in each of the fields represented. Plenary meetings 
dealt with such important topics as the World Resource Situation, 
Interdependence of Resources, Recreatable Resources, Methods 
of Resource Appraisal, Resource Techniques, River Basin Develop- 
ment, the Adaptation of Resource Programs, and Education for 
Conservation. Section meetings were centered around specific 
resources such as land, water, forests, fuels, minerals, and wild life. 

Under the Conference method, papers for the various plenary 
meetings generally were read in full. Papers for section meetings 
were not read, but instead were summarized briefly in order to per- 
mit maximum discussion. Advance copies of papers were made 
available to delegates. At each of the meetings there was a presiding 
officer, assisted by a program officer and a member of the Secre- 
tariat of the United Nations. Each participant was provided with a 
microphone, and with earphones for use when the language of the 
speaker was different from that of the listener. Simultaneous trans- 
lations made it possible for each individual to keep up with the 
presentations and to exchange views with others regardless of the 
language used. 


World Demand for Resources 


Throughout the Conference, there was a continuing assumption 
on the part of some of the delegates that world population was 
increasing more rapidly than resources were being maintained, 
regenerated and synthesized. The thesis that world population 
would continue to increase for many decades to come was not seri- 
ously disputed; however, the assumption that population would 
outstrip resources was seriously questioned by many of the resource 
scientists. 

One viewpoint expressing concern over population outstripping 
available resources was emphasized by Michael W. Straus, U.S.A., 
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in these words, “Around this shrinking world, mankind is struggling 
intensely to see if he can produce food as fast as he reproduces him- 
self. Every hour 2,500 persons are added to the world population 
of 23 billion—a rate of increase unparalleled in the population pro- 
gression of man. Thus, as we live longer, there are over 20 million 
more people to eat more food each year. These are new mouths to 
share the inadequate fare of vast numbers of their predecessors.’”* 
D. R. Sethi, India, and Raymond Furon, France, among others 
further emphasized the increasing pressure of population on avail- 
able resources.‘ 

However, other scientists, including Charles Kellogg of U.S.A., 
J. N. Mukherjee of India, and D. M. De Vries of the Netherlands, 
saw the physical resources and resource technology keeping up with 
an increasing population. The real problem as expressed by Kellogg 
is whether civilization can fashion and put into practice the eco- 
nomic, social and institutional measures needed for the proper 
development, utilization and distribution of the world’s resources.5 

Very little attention was given to an objective analysis of pri- 
mary factors making up the demand for resources, including such 
factors as growth and distribution of population and levels of 
living. Notable exceptions were the papers of Colin Clark,’ New 
Zealand, and Stephen Raushenbush,’ U.S.A., presented at Plenary 
meetings. 

In presenting a review of world population trends, Clark con- 
cluded: “Making the best summary of available information it 
appears that the world’s population has been increasing at the rate 
of about one percent per annum since 1920, and that this rate of 
increase is likely to continue to 1970 with perhaps a slight accelera- 
tion to a rate of about 1.1 per annum between 1960 and 1970. Be- 
yond that date I have not ventured to prophesy.” Clark attributed 
all future population increases to extending the span of life, and 
reported that he could find no substantial evidence of increasing 
reproductivity in any part of the world. Either reproductivity is 


* Michael W. Straus, “Recent Developments in Irrigation,” Section Meeting: 
Water 7 (b) 1, p. 3. 

* D. R. Sethi, “Land Reclamation,” Land 16. Also, Raymond Furon, “Protection 
of Natural Resources: Education and Propaganda.” Plenary meeting 12(a). 

® Charles E. Kellogg, “Soil Survey in Relation to Soil Conservation,” Land Re- 
sources 3(a) 

® Colin Clark, ‘“‘World Resources and World Population,” Plenary meeting 2(b). 

7 Stephen Raushenbush, “Economic Considerations in Conservation and Devel- 
opment.” Plenary meeting 10(a). 
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high and stationary as in primitive societies and old Asiatic ciyjlj. 
zations or else declining as countries become industrialized and ex. 
posed to influences emanating from the “western civilization.” 

According to Clark, the impact of technology in the demographic 
field takes place in two stages. First, mortality declines and for a 
period is accompanied by unchanged high reproductivity which 
results in a rapid net increase in population. Second, after a time 
reproductivity declines. However, since the decline in mortality 
is relatively greater than the decline in reproductivity, an increase 
in population results. This type of population behavior underway 
in North America and Western Europe for several decades is 
also beginning to take place in India, Russia, Japan and other parts 
of the world. 

Raushenbush approached the problem of demand for resources 
by areas—the underdeveloped and the developed. He concluded 
that the population of the underdeveloped areas of Asia, Africa, 
South and Central America was now 1,625 millions and might 
increase to 2,936 millions by the year 2000. 

Raushenbush outlined several alternatives for meeting the de- 
mand for resources by the ever-increasing population in the under- 
developed areas. First, new land to meet the increased food require- 
ments was considered. To provide a food level of 2,800 to 3,000 
calories per day to the population estimated for the underdeveloped 
areas would require greatly increased productivity of land now 
in use plus as much as 450 million hectares of new land. Another 
alternative would be that of large capital investments leading to 
increased industrialization. This alternative is similar to that out- 
lined by President Truman in Point 4 of his inaugural address. 
Through industrialization and urbanization, Raushenbush predicts 
a gradual decrease in the rate of population growth. He does not 
visualize serious population problems in the more developed areas 
of the world. 

In commenting upon Raushenbush’s analysis, John D. Black, 
U.S.A., pointed out some limitations of dividing the world into two 
worlds—the underdeveloped and the developed. According to 
Prof. Black, there is neither one nor two worlds as far as resources 
are concerned. Instead, there are a number of social aggregates each 
bound together by national and trade-bloc ties. Prof. Black felt 
that each nation would probably work out its own population and 
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resource problems but that each nation could be much more suc- 
cessful with the help of other nations. 

Delegates at the conference were in reasonably close agreement 
that the demand for resources would increase materially in the 
years ahead. This increasing demand would stem from increasing 
population and improved levels of living. While there was general 
agreement on the increasing demand for world resources, the same 
cannot be said with respect to the question of how well present and 
potential resources could satisfy that demand, or rather how well 
the nations of the world could reconcile their political and economic 
differences in such a way that world resources will actually be avail- 
able to satisfy world demands. 


World Resource Situation and Potentialities 


Much of the discussion at the Conference was directed towards 
the question, “What is the situation regarding the world’s principal 
resources and the potentialities for further developments and dis- 
coveries in relation to potential demand?” Some attention was 
also given to technological processes now emerging from labora- 
tories and test tubes which may permit a fuller utilization of re- 
sources either by increased efficiency in the use of particular re- 
sources or by substitution of abundant for scarce materials. 

Resources were divided into six groups: (1) Land, (2) Water, 
(3) Forests, (4) Fuels and Energies, (5) Minerals, and (6) Wildlife. 
The discussions included a world review of critical shortages of 
resources and the interdependence of different resources along with 
consideration of each of the several groups. 


Land 


Most of the papers on land conservation (as well as on conserva- 
tion of other resources) appeared to emphasize the physical prob- 
lems and achievements rather than the economic. Oustanding excep- 
tions were noted in papers by V. Webster Johnson (U.S.A.), Sher- 
man E. Johnson (U.S.A.), M. Guillaume (France) and Colin Clark 
(New Zealand). Webster Johnson,* for example, conceived the 
economics of soil conservation to deal essentially with a study of 
those man-to-man relationships and institutions that are obstacles 


8 V. Webster Johnson, “Economics of Soil Conservation,” Land 2(b) 
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to the use of soils in a way necessary to sustain or improve their 
productive capacity. He pointed out that problems in soil conserva- 
tion must be approached in a broad manner, and that economic 
problems need to be analyzed in their social, political, and instity- 
tional] setting. In the over-all picture, small and inadequate operat- 
ing units, low farm incomes, fluctuating and unstable business con- 
ditions, and world conflicts, force men to follow practices which are 
unsound in the long run. Likewise, unsatisfactory tenure patterns, 
inequitable landlord-tenant relations, poverty, poor health, popula- 
tion pressures and a host of similar factors bear directly upon the 
degree and type of conservation that is economically feasible. Land 
policies are also strategic. 

In dealing with the economics of soil conservation he recom- 
mended that a distinction be made between private interest and 
public interest. This is necessary in appraising the distribution 
of benefits that accrue and apportioning costs; and in the formula- 
tion of policies and programs that involve conservation invest- 
ments and educational activities. 

In an introductory paper Kellogg (U.S.A.) defined the purpose 
of soil surveys as follows: “to determine the characteristics of soils, 
to classify them into types, to plot their boundaries on maps, and 
to predict their adaptability to plants, their behavior under differ- 
ent management practices, and the yield of crops.’’® Kellogg em- 
phasizes the inseparability of production and conservation and 
stated that soil surveys should furnish information not only on soil 
characteristics but should interpret these in terms of both soil 
productivity and conservation. He defined the goals of soil use and 
conservation in terms of finding “‘. . . for each kind of soil the com- 
binations of uses and practices that will give sustained production, 
and to select from among them the ones most economical for each 
unit of operation—each farm, ranch, plantation, garden and 
forest.” 

There was discussion of soil surveys and soil conditions in the 
countries of New Zealand,’® Canada," Austria,” Brazil,’* and 

® Charles E. Kellogg, op. cit. 

10 J. I. Grange, “Soil Survey in Relation to Soil Conservation in New Zealand.” 
Land Resources 3(a). 

1 A, Leahey, “Soil Surveys in Relation to Land Use and Soil Conservation in 
Canada.” Land Resources 3(a). 

12 R. Kohler, “Soil Survey in Relation to Soil Conservation in Austria.” Land 
Resources 3(a). 


18 Jose Setzer, “General Soil Conditions in Southern Brazil.”’ Land Resources 
3(a). 
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India" in addition to the United States. Comments from delegates 
representing several additional countries emphasized the impor- 
tance and need for soil surveys as the basis for proper utilization 
of soils. 

Several papers devoted to “Physical Methods of Soil Conserva- 
tion” touched upon the importance of social, economic and institu- 
tional factors in achieving desired land utilization. For example, 
delegates from India, Khan and Riaz, stated “Summing up, it will 
be seen that fundamental changes in the land tenure system and the 
creation of economically sound units after consolidation are essen- 
tial conditions to be fulfilled before soil conservation measures can 
be applied effectively.” Similarly the El] Salvador delegate, Viaud, 
states “It is clear, however, that the farmers in the coastal areas 
will only sow cereals if they find buyers, and that country farmers 
who plant orchards or maguey will have to wait about five years 
before they can sell their produce and have the means to buy 
maize. Hence, we consider that a rural credit system . . . is indis- 
pensable.” 

A number of papers were devoted to improving soil fertility and 
cropping systems with the thought in mind that in this direction 
lay the greatest hope for increased production. Management prac- 
tices were discussed by delegates from the Netherlands, Pakistan, 
India, Canada, England, British West Indies, Indonesia and the 
United States. The consensus of these scientists was that consider- 
able increases in agricultural production can be achieved with a 
wider use of fertilizers, improved cropping systems and better 
tillage practices. From the viewpoint of an economist, the general 
outlook was discussed too much in terms of total production with 
insufficient attention to costs, prices and marginal analysis. 

Considerable attention was given to bringing new lands into agri- 
cultural production by irrigation, drainage and clearing. Straus 
of U.S.A. estimated that irrigated acreages now provide food for 
perhaps 10 to 15 percent of the world’s population.“ He figures 
that there are 200 million acres under irrigation throughout the 
world of which 22 million acres are in the U.S.A. He further esti- 
mates that ““There is possibly water remaining to irrigate a similar 
additional area.” Irrigation developments and possibilities were also 


_ 4A. T. Sen and S. P. Paychaudhuri, “Soil Survey in Relation to Soil Conserva- 
tion in India.”” Land Resources 3(a). 
6 M. W. Straus, “Recent Developments in Irrigation.” Water 7(b). 
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discussed by delegates from France, Pakistan, India, the Nether. 
lands, Congo and Malaya.“ With the possible exception of the 
French delegate, Maurice Guillaume,’ none of these discussants 
gave attention to the need for new irrigated lands in terms of satis- 
fying human wants for food and fiber. Neither was there anything 
like sufficient attention given to the alternative means of providing 
additional production when cost and price factors are considered, 
_ Additional techniques for increasing agricultural production were 
reviewed by Robert M. Salter of U.S.A.'* The techniques discussed 
by Salter were of three kinds: (1) Selecting and breeding plants to 
thrive under particular environmental conditions; (2) adjusting 
environmental conditions to fit better the needs of plants through 
crop and soil management practices; and (3) preservation of the 
harvest at full value until it can be used. However, Mr. Salter 
warned that “To realize the full potentialities of technology in 
agriculture will require greater emphasis on agricultural research, 
and narrowing the gap between the time new methods are developed 
and their application becomes widespread.” 

There seemed to be general agreement among the delegates that 
from the viewpoint of supply of land and techniques of agricultural 
production, there is sufficient land to feed the people of the world. 
The real obstacles to “food for everyone”’ lie in the political, in- 
stitutiona) and economic areas. 


Chemurgy, Food Yeasts, and Microorganisms 


In addition to possibilities of increases in food production di- 
rectly from the land, further food potentialities lie in food yeasts, 
fat synthesis by microorganisms and chemurgical developments 
now in prospect.’® Although developments in these fields are not 
sufficiently advanced to permit estimates of food production they 
are encouraging as a future source of foods. 


Fuels and Energies 


With the increase in industrialization throughout the world 
comes an increasing demand for fuels and energies without which 
industrialization would be stymied. The question arises, “Does 


16 Water 7b. 

17 Guillaume, “Reclamation of New Lands for Agriculture— Possibilities and Prob- 
lems in the Tropics.’ Land section meeting, Aug. $1, 1949. 

1® Plenary meeting, Aug. 19, 1949. 

19 Plenary Meeting, Aug. 24, 1949. 
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the world possess sufficient fuels and energies to satisfy future 
needs whatever they may be?” In discussing this question, dele- 
gates considered petroleum, coal, windpower, thermal energy and 
electricity. With regard to petroleum, A. I. Levorsen of U.S.A. 
pointed out that the petroleum reserves, either of the world or of 
any producing nation may be divided at any time into two classes.”° 
“Class one” he said, “consists of petroleum underground which 
has been discovered, developed, and which can and is being pro- 


duced under the present technology and at the present prices. This 


is the proven known reserve. It amounts to approximately 70,000 
million barrels for the world divided roughly into one-half in the 
eastern hemisphere and one-half in the western hemisphere. This 
is around 20 times the annual world consumption. The known pro- 
ducible reserve of 24,000 million barrels in the U.S. is twelve times 
our annual consumption.” Class two consists of undiscovered 
world reserves. These reserves, according to present estimates 
amount to 500 times the current world consumption. Considerable 
disagreement was expressed regarding these estimates. Consider- 
ing possibilities of secondary recovery and shale oil the conclusion 
emerges that from the viewpoint of physical supplies, the world’s 
petroleum should last for centuries. 

The same general conclusion also was reached regarding coal 
supplies. Considerable optimism was also expressed regarding the 
use of windpower for generating electricity in many parts of the 
world. The possibilities of atomic and solar energy were considered 
as offering almost unlimited future possible sources of power and 
energy. 

As was the case with soils, little attention was given to the eco- 
nomic supplies of fuels and energies as determined by prices and 
costs. 

Forests 


The world situation with respect to forest resources was reviewed 
in a paper prepared by Marcel Leloup, Director, Forestry and 
Forest Products Division, Food and Agriculture Organization, 
Washington, D. C., U.S.A." According to Leloup, the total forest 
area of the world is four billion hectares or 27 percent of the total 
continental area. Of this amount it is estimated that 2.6 billion 


20 A. I. Levorsen, p. 2. Plenary 6b. 
* Leloup, Marcel, “Critical Shortages: Forests” Plenary meeting 3(b). 
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hectares are “productive” and 1.4 billion “exploited.” This forest 
resources is for a current world population of 2.3 billion. 
Adequate world production and requirement statistics are not 
available. The Statistical Yearbook of Forest Products estimates 
the 1947 timber consumption at 1,500,000,000 cubic meters or .7 
cubic meter per capita. This consumption is made up as follows: 


Fuel wood 60% 
Saw timber 24% 
ul 10% 


Pulp 
Industrial wood 6% 


Attention is called to the fact that wood consumption varies 
extremely from one region to another. In some it is as much as 
seven cubic meters per capita, while in others it is as little as .02 
cubic meter per capita. Three regions—Europe, the near East 
and North America require more saw timber than their forests are 
at present capable of producing on a sustained yield basis. 

To help meet current shortages and avoid more critical ones in 
the future Leloup recommends: 


1. Better utilization of forest products. 
2. Better forest management. 
8. Conservation of existing forests and reforestation. 


He feels that failure to follow such a course will result in dire 
consequences for future generations, but if followed everywhere 
without delay our world forest resources should be capable of 
meeting the needs of the people. 

The situation regarding forest resources in the United States 
was presented by R. E. Marsh, assistant chief, United States 
Forest Service, Washington, D. C.” Marsh points out that the 
lavish use of an apparently inexhaustible forest resource in the 
United States has resulted in a situation in which the drain on saw 
timber exceeds its growth by 50 percent. 

The remaining forest area of the United States is given as 624 
million acres. Of this, 461 million acres, or 74 percent is classed 
as commercial forest land. Of the commercial forest land 75 per- 
cent is privately owned. Marsh states, ‘““The crux of this nation’s 
forest problem today is in the private lands, and especially in the 
four million-odd small properties which average only 62 acres.” 
Cutting practices can be classed as “good” on only four percent 


2 Marsh, R. E., “Essential Features of Forest Policy and Law.” Forests 5(a). 
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of these small holdings. Even on the large holdings, less than one- 
fourth of the cuttings are considered to be made according to 
“sound” practice. He thinks this problem can be met, in part at 
least in two important ways: namely, a federally-sponsored forest 
credit system, and a federal-state system for nation-wide control 
of cutting and other forest practices on private land. 

This paper is optimistic about the forest resources in this country 
to the extent of saying that, if properly managed, they should 
ultimately supply all of the nation’s timber needs as well as the 
other services and benefits to be expected from forests. 


Water 


Discussions in the section dealing with water resources were 
concerned with such topics as appraisal of water resources, water 
supply and pollution, comprehensive river basin developments, 
irrigation, drainage, flood control, and navigation. Much of this 
discussion was of a technical nature and undoubtedly contributed 
materially to a better understanding of the complex problems of 
getting water to land, disposing of surplus waters, minimizing 
water damages and coordinating water and other resources. While 
there was no lack of interest in any of these problems the delegates 
appeared to have an especial interest in comprehensive river basin 
development schemes. A plenary meeting devoted to the organi- 
zation, program and accomplishments of the Tennessee Valley 
Authority was one of the highlights of the entire conference. 

Lewis Jones, Chief, Division of Drainage and Water Control 
Research, for the U.S. Soil Conservation Service, in a paper en- 
titled “Drainage of Land for Production,” estimated that “more 
than 100 million acres of land have been added to the cultivatable 
area of the United States or have been made more productive by 
drainage.” He adds that “there is no federal programme in the 
United States for the drainage of agricultural land,” but says that 
“approximately 40,000 drainage enterprises”’ have been organized 
under state laws. 

J. O. Riddell, Irrigation Engineer, Ministry of Works for New 
Zealand, described ‘““The Ashburton-Lyndhurst Project”—a 64,000 
acre development in a semi-humid area of that country and 
asserted that “‘the condition of the world food supply today de- 
mands closer investigation of the possibilities for increasing pro- 


*% Jones, Lewis, Water 7 (c) (2). 
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duction from these so-called ‘twilight (semi-humid) zones’ of jr. 
rigation.’”4 

As in many other papers, it appears to the economist that there 
may be a danger of individuals and governments being “‘prodded” 
into irrigation and drainage schemes by technicians with too little 
consideration of the need for such schemes either for purposes of 
conservation or food production. 


Minerals 


The world situation with respect to minerals was ably and fully 
set forth by H. L. Keenleyside (Canada) at a plenary meeting 
during the early days of the conference.** While admitting the lack 
of “‘reliable and complete statistics covering either the extent of 
our mineral resources or even the rate at which they are being 
currently consumed,” the Canadian Deputy Minister of Mines 
and Resources, painted for the delegates an optimistic picture if 
“‘our economic and political systems can be so adjusted as to ensure 
an equitable international distribution of mineral and other re- 
sources.” He insisted, however, that “the warning signals are 
flying”’ and added “‘in a matter of this importance we cannot afford 
to do too little.” He ruled out of his definition of “essential needs” 
such things as “the requirements of war” and “an obstinate ad- 
herence to custom or convenience”’ and concluded that “in these 
terms it is quite clear that there are in the world today no critical 
mineral shortages.” On the other hand, the demand for mineral 
products is increasing at such a rate that “unless there is a funda- 
mental change in the economic fabric of human society we will 
ultimately be faced with the exhaustion of many of our mineral 
reserves.” 

World production of commercial fertilizers was estimated to have 
reached the highest level on record in 1948-49 with an output 
(exclusive of that in USSR) of 3.3 million tons of nitrogen (N); 
5.0 million tons of available phosphate (P,O;); and almost 3.3 
million tons of potash (KO). 

The economics of world supply of fertilizer materials and their 
use was summed up by one delegate by saying ‘‘Fertile soil is the 
greatest of the world’s mineral resources. . . The use of fertilizers 


% Riddell, J. O., Water 7 (b) (2). 
% “Critical Mineral Shortages,” Plenary 3(c)1. 
2% TEFC Committee on Fertilizers (IEFC/Fert.) (49)79. 
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in combating soil erosion can be practiced only to the extent that 
such use can be geared to the exceedingly complex economics of 
quickly profitable farming.”””’ 


Wildlife and Fish 


The important wildlife and fish resources of the world were dis- 
cussed extensively in section meetings under such general headings 
as the following: Management and Cultivation of Fresh Water 
Fish; Developing Fishery Resources; Game and Fur Conservation; 
Management of Wildlife Resources; and Research in the Con- 
servation and Utilization of Marine Resources. The problems of 
wildlife conservation received particular attention at the hands of 
the delegates. Fraser Darling, speaking on the subject “Problems 
of Conservation in Great Britain,” says, “Rich men are few and 
fewer still are able to keep together large estates with a unified 
game policy,” and suggests that this is one of the reasons for the 
decline of red deer in the Scottish Highlands.?* Mr. Darling’s paper 
brought forth the comment that British Socialism is “hard on deer” 
and the further observation that American capitalism “‘is hard on 
bear.” Among other factors contributing to the problem of wildlife 
conservation mention was made of decreasing cover, need for meat, 
disappearance of “strict regulation and etiquette of private own- 
ers,” better roads, popularity of greyhound racing (necessitating 
large supplies of meat for dogs), organized commercial poaching, 
and “admitted” out-of-season killing. 

There was general agreement that “‘we can the better conserve 
if a resource is valued economically rather than purely sentimen- 
tally.” There was much discussion as to the influence on wildlife 
populations of attempts to remove predators and on this subject 
the delegates seemed unable to reach any agreement. 


Interdependence and Substitution of Resources 


Throughout the discussions of resources, attention was given to 
the interdependence of resources and the substitutability of one 
resource for another. For example, Martonne”® of France, in dis- 
cussing this topic divided resources into four groups: the Atmos- 


*7 Curtis, H. A. (U.S.A.) Minerals 8(b)3. 

*8 Wildlife 8(a)5. 

°° For example, see Emanuel de Martonne, “The Interdependence of Resources,” 
prepared for plenary meeting 4(a)1. 
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phere (air); the Lithosphere (minerals and soils); the Hydrosphere 
(water); and the Biosphere (plants and animals). Attention was 
drawn to the numerous possibilities of substituting a resource with- 
in one of these groups for another in the same group or in another 
group. For example, waterpower or windpower may be substituted 
for coal in the production of electrical energy. From a purely 
physical viewpoint such a substitution would appear desirable 
since it would involve the substitution of a continuing resource 
for a non-renewable one. Similarly, forestry products might be 
substituted for mineral products since forests are renewable while 
minerals are not. In like manner, the vast untapped resources to 
be found in the great oceans may be substituted for diminishing 
supplies on land. Aside from physical possibilities of substitution, 
the basic problems lie in the realm of marginal rates of substitution 
as permitted by the objective of maximization of the desired prod- 
ucts over time. Much research needs to be carried out in this area 
before recommendations and policies can be formulated with any 
assurance of their validity. 


Obstacles to Resource Conservation and Utilization 


The development of physical and technological information on 
the utilization of resources appears to be far ahead of that on the 
economic, social, and political institutions throught the world. In 
addition there exists a wide gap between what is known about re- 
source utilization from technological viewpoints and what is 
actually practiced by those who exercise control over these re- 
sources. Although the obstacles and resistances to better resource 
utilization were recognized by many delegates little time was 
scheduled for their consideration. 

Obstacles to improved resource utilization as seen by the dele- 
gates may be classified into four general groups: (1) lack of informa- 
tion, (2) lack of capital, (3) institutional obstacles within nations 
and (4) international difficulties interfering with trade among 
nations. 

The lack of technical knowledge and skills regarding resource 
utilization can hardly be over-emphasized. In recognition of this 
need, most of the Conference was devoted to an exchange of views 
by delegates from the various countries on scientific developments 
and some of the research under way leading to improved utilization 
of soils, forests, minerals, fuels and energy, fish and wildlife and 
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water. There is little question but that the conference made an 
excellent contribution in this area. 

Even though technological information on resource utilization is 
known and widely disseminated there exists what the sociologists 
refer to as a “cultural lag,” that is, practical application “lags” 
behind technical information. As was suggested on several occa- 
sions, capital and capital goods as well as information are urgently 
needed by some operators in every country and by nearly all 
operators in some of the less developed parts of the world. In this 
respect, President Truman’s Point 4 was frequently cited. It was 
also pointed out that no small part of the “cultural lag’ was due 
to institutional conditions within nations including ownership and 
tenancy patterns, inheritance practices, size and shape of farm, 
credit and tax systems, custom and related conditions. It was indi- 
cated that unless these types of obstacles and resistances are 
thoroughly recognized, studied and removed, efforts to improve 
resource utilization appear to be blocked. Even though the nations 
represented at the conference vary considerably in their political, 
economic and social institutions, there appeared to be great simi- 
larity in the types of obstacles to improved resource utilization 
faced in each of the countries. 

Finally, mention was made of the necessity for international 
cooperation in resource utilization. It was pointed out that world 
resources are not distributed in relation to population or national 
boundaries. Hence, if people of the world are to benefit from the 
world’s resources, there must be free and full exchange of products 
among nations. Only in this way can each nation specialize in those 
products for which it enjoys the greatest comparative advantage 
or least comparative disadvantage. Thus it was that while tariffs, 
duties, cartels, quotas, monetary manipulations and various other 
political and economic devices were generally recognized as con- 
stituting the major obstacles to improved utilization of the re- 
sources of the world, these obstacles were mostly outside the scope 
and organization of the Conference. 


Appraisal of Conference and Suggestions for the Future 


Foremost among the results of this conference is the international 
recognition given to the importance of resources in a peaceful and 
contented world. The importance of food, oil, iron, lead, etc., and 
now uranium, in winning wars has long been recognized but too 
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little thought has been given to the question of how they may be 
used in promoting peace and in preventing wars. Certainly, a 
wider distribution and fuller utilization of these resources in raising 
the levels of living and happiness of the peoples of the world would 
prove to be a strong force for world peace. 

The Conference underlined and emphasized the importance of 
science and the role of the scientist in a peaceful world. Allied na- 
tions during many wars, particularly World Wars I and II, have 
marshalled their scientists for developing ways and means of de- 
struction. The United Nations, through this Conference, took a 
first and fundamental step in marshalling the scientists of the world 
for developing the ways and means not of destruction but of con- 
struction. 

Probably the most important immediate achievement of the 
Conference was the interchange of ideas, facts and experiences 
relevant to common problems and possible solutions. Fortunately 
there were in evidence no restrictions on ideas or on the exchange 
of information among the delegates, although the countries they 
represented (including our own) have built around themselves 
many kinds of political and economic walls to restrict trade and 
immigration. From this interchange of ideas and information, the 
scientists of the world were able to observe those areas in which 
science has thus far failed to provide needed information. This is 
the signal for new and accelerated research of the type most needed. 
In those instances where one country had already demonstrated 
the effectiveness of certain practices, the scientists could turn to 
the task of testing these practices in their country or to researches 
in areas as yet unexplored. 

The basic fact that the scientists of the world came together 
and found they not only could but needed to work together for 
solving their common problems is perhaps a sufficient result itself 
to justify the Conference. Throughout the three weeks of living to- 
gether in the Conference and dining rooms, many lifelong acquaint- 
ances were founded and forged which should go far in welding the 
scientific and human resources of the world into a closer and more 
permanent bond. 

Not only, however, will the scientists at the Conference benefit. 
Fortunately for everyone, a record of the papers and discussions 
has been prepared and will be preserved in permanent form. Copies 
of the papers were mimeographed in advance of the meetings and 
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a limited number (in both English and French) are available for 
distribution from United Nations Headquarters at Lake Success, 
New York. 

Despite numerous fine results, a single one of which would have 
more than justified the Conference, there were, as might have been 
expected, weak spots in the meeting. Discussions of physical pos- 
sibilities of resource utilization were over-emphasized in relation 
to those having to do with their economic feasibility. The need for 
resources and the cost and price relationships in using resources 
received far too little attention. Perhaps, also, more consideration 
should have been given to ways and means for disseminating and 
adopting the technical information we now have and for awakening 
the people to a realization of the relationship of their conservation 
problems to institutional and economic arrangements, national and 
international. 

In our opinion, it was fortunate that the Economic and Social 
Council specified that no recommendation be made by the Con- 
ference. Otherwise, valuable time would have been wasted in the 
wording and formulation of resolutions and in discussing their 
merits and demerits. As it was, all effort was devoted to the ex- 
exchange of information. 

While the Conference marks a first and fundamental step to 
bring together scientists of various countries, diverse backgrounds, 
and experiences for the benefit of mankind throughout the world, 
the job has only just begun. The idea should be continued and 
expanded. On behalf of social scientists everywhere we strongly 
recommend that on future Conference programs a more prominent 
place be given to a consideration of the numerous social, economic 
and institutional problems plaguing the peoples of the world and 
retarding the effective utilization of the world’s resources. 

As a whole the delegates were optimistic regarding the future. 
Most of the scientists seemed to agree that the world’s resources 
can be developed and used to provide a higher'standard of living for 
a considerably larger population. The percent confident that this 
will be done is somewhat less, but those present appeared to be 
impressed with the efforts being made along this line by the United 
Nations and to cling to the thought that these efforts must not fail. 


NOTES 
COMMENT ON PROFESSOR PARSONS’ ARTICLE 


N RESPONDING to the Editor’s gracious invitation to com- 

ment on Professor Parsons’ article on Logical Foundations of 
Economic Research (in the November issue) I must begin by con- 
fessing a degree of skepticism about the practical value of writings 
on “method” (a term less pretentious than “methodology”) at 
a highly abstract level. Criticism of particular pieces of work, 
or at least discussion of procedure in concrete cases, seems more 
promising. The former suggests giving lectures on the physical 
theory of harmony and counterpoint to one whose interest is in 
learning to play a particular instrument. Like these studies, 
“logical foundations” is a subject of much and quite legitimate 
interest in its own right. But its relation to actual research is a 
stage more remote than specific “directions,” and one would hardly 
expect these to carry a practitioner very far. A swimmer could 
to some extent tell a learner how to do it; but his instructions 
would be hard to grasp and harder to follow out. Using still an- 
other comparison, literary criticism seems to be of value chiefly as 
a distinct art, and to be more of an aid to appreciation than to 
performance, or helpful in the latter chiefly between quite “ad- 
vanced” practitioners—and it deals mainly with concrete speci- 
mens. Abstract logic is to be eschewed rather than cultivated by 
people who cannot already “think straight.” As regards the prag- 
matic epistemology (it isn’t really “logic’’) of Dewey, I find “a lot 
of truth in it’”’; but the same is true of other epistemologies. It can 
not be that any one is true in a sense that invalidates the others. 
No doubt one ought to be familiar with them all, but that is a 
large order. 

Turning to Professor Parsons’ paper, I find the first half of it 
hard to understand, and doubt whether comment from me would 
be of value. Also, the topic of Section VI, on Classification in 
Statistics, is a technical field in which I have no special competence, 
hence no right to speak. And similarly with respect to the special 
problems of Agricultural Economics. On Sections IV and V, dealing 
with the nature of economic theory and its relations to applied 
economics, I may possibly contribute something, by offering a few 
rather general observations, without foot-note references. Most of 
what I say will differ from Parsons’ exposition more in form of 
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statement than in actual substance; I find little to disagree with 
definitely and only hope to supplement and perhaps clarify or 
sharpen up a few points. 


Fact, Generalization, and Objectivity 


At the outset (Section IV, first paragraph) I should want to ob- 
serve that the “postulates” of economic theory are not assumptions 
contrary or unrelated to facts. They are themselves “true,” stating 
general, hence abstract, features of a type of conduct situation. 
They are hardly completely general or universal. For the “‘econo- 
mizing” of means in achieving ends is an “aspect” of conduct 
which is present in various degrees and even different senses. The 
economic view may not be relevant; it is not very realistic with re- 
spect to writing poetry, still less perhaps to ostentatious waste or 
—a field of special importance in practice—to play and sports. It 
must be recognized that “economic behavior” as thought of in 
terms of concrete examples, is (for the leading participants at least) 
about as much a competitive sport as it is a means of “‘want- 
satisfaction” in the meaning of consumption. And this is still more 
true of politics, of which in practice economics is a sort of hand- 
maiden. Similar difficulties in drawing a clear distinction between 
concepts are encountered in connection with exchange (we “ex- 
change” gifts, parties, compliments, blows—but not as a mode of 
economizing) and with competition and the market, enterprise, 
etc. Even the distinction between production and consumption 
cannot be made at all definite. 

A related point here is that all these basic concepts have to be 
defined with reference to both objective and subjective or mental 
“realities,” things that do and others that do not “‘meet the eye.” 
Economy is a mode of activity that has no meaning apart from an 
intention to achieve some result which—unhappily but familiarly, 
and of the essence of the situation—corresponds only “‘more or less” 
with what actually comes of the action. If it either corresponded 
completely or not at all, the case would be simple! I feel that 
Professor Parsons’ exposition does not distinguish as clearly as is 
desirable between such “interpretive concepts” as the motives of 
action and “empirical generalizations,” patterns or laws affecting 
or, as we say, “governing,” behavior events themselves. The logical 
difficulty here is very serious, in fact insuperable. We have had 
much talk about a purely objective, strictly “scientific” economics, 
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limited to “‘observed facts,” which means statistics, of more or less 
arbitrarily selected data. For economy involves means and ends, 
and intentions connot be observed, nor unambiguously inferred 
from any observed behavior (even if we include all “communica- 
tion” in this category). The “facts” that are literally seen or 
handled simply are not “economic” and cannot be; if economizing 
is not different from objective physical process an economist has 
nothing to talk about and should make way for psychologists or 
physiologists, or what-will-you. 

Similar problems arise in the natural sciences, but do not con- 
stitute practical difficulties. Consider force and energy in physics, 
struggle and adaptation in biology—and also “‘competition.” The 
last is troublesome in economics too, because it belongs in the 
general field of play already mentioned (or perhaps war) and is 
really excluded by a strict definition of economic behavior; for 
“‘winning’’—the “end”’in competitive play—has no definite or meas- 
urable content, either empirical or subjective. (Of course there is 
no competition between cause-and-effect process as described 
by a scientific law.) The issue in connection with these non- 
objective categories centers in their relation to their manifestations, 
by which they are known, and especially, measured. In physics, 
the notion of force is a philosophical but hardly a practical puzzle, 
since a force is known only by its effect and so must correspond 
exactly with the latter in all respects. In human conduct, we have 
other sources of information, and know that motive and behavior 
do not precisely correspond, whichever of several views we adopt 
as to what the motive is. For the relation is unpredictably affected 
by error, in several meanings, and by ignorance, and prejudice; 
and where social relations are involved, outright deception is a 
fundamental fact. But Nature is “honest.” 


Pure Science and Application 


It is in connection with the subject-matter of Section V espe- 
cially that I think all these issues must be clarified. I am pragmatist 
enough (though I repudiate the label) to believe that one can under- 
stand a pure science only by considering what we want with knowl- 
edge, why we ask the questions we do, and to hold that even the 
most “idle” curiosity must be satisfied by information bearing a 
fairly close relation to possible choices in action, though it need not 
be directly instrumental to “‘prediction and control.”’ On the rela- 
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tion between economic theory and applied economics, I feel a con- 
siderable divergence from Professor Parsons’ analysis, at least as to 
what needs clear statement and emphasis. In this field I am im- 
pressed with a difficulty similar to that spoken of under the head 
of method—that what can be said in words does not go very far, 
and is rather obvious, that the real difficulties must be left to ex- 
perience and judgment. But some help may be had, again, through 
comparison and contrast with the natural sciences—beginning 
with physics, but going on to other branches (specifically noting 
the application to human beings) and also to the disciplines (other 
than our own) dealing with man as a thinking and choosing animal. 
The first point must be a repetition, another reference to the rela- 
tion between forces and effects in comparison with motives and 
conduct. In physics, force has no “real’’ place; it is a convenience 
in thinking; it makes us “feel better’; adds something to our 
“sense of understanding.” The strict positivist must repudiate it 
as an “anthropomorphism.” All that seems to be usable for pre- 
diction and control is to fit the greatest possible scope of the ob- 
served phenomena into the fewest and simplest possible relational 
patterns, or “uniformities of co-existence and sequence,” by dis- 
covering quantitative invariants, valid over time. Logic seems to 
call for a purely “‘behavioristic”’ physics, and the reasons for treat- 
ing force as “real” raise a deep philosophical problem. It seems to 
be quite mysteriously instrumental to understanding, which is in- 
telligibly instrumental to utilization by prediction-and-control. 

As already noted, many writers, following this line of reasoning, 
have advocated a strictly objective or behavioristic economics. 
“Ends,” in contrast with effects, are not observable or measurable, 
and not directly usable for “extrapolation,” so they have no place 
in science; so, out with them. But in this field, the idea hardly makes 
sense. The objective magnitudes simply do not correspond with 
the “real realities,” the things we are interested in. Looking again 
at physics, it is notorious that a really physical physics banishes 
from view all sensible properties of objects—sights, sounds, odors, 
even texture and pressure—as well as all beauty and meaning. We 
seem to be dealing with antinomies, dilemmas from which there is 
no escape, and we have to vacillate between irreconcilable positions 
and simply “‘do the best we can.” Even less than forces and 
qualities can we ignore motives in conduct, if we are to talk about 
“economy.” But while forces are merely supernumerary, because 
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they duplicate the processes anyway, we cannot fit motives into 
the patterns of well-behaved scientific data. Much of the “un- 
reality” which critics ascribe to economic theory is tied up with the 
necessity of assuming, provisionally, that motives are manifested 
and measured by behavior; and for problems of policy there is the 
further and more troublesome question of the relation between 
motives as they are, and what they “ought” to be. 

All this does not mean that we can build a science of economics, 
of the sort required for determining policies, without the abstract 
principles of economics. We cannot build a usable science of 
nature without theoretical mechanics. But we must not stop with 
pure theory; we must imperatively keep in mind both that econ- 
omy involves magnitudes which are not seen or in the proper 
sense measured, and that all our “values’’, in so far as they do not 
flow automatically to realization but give rise to problems of any 
kind (particularly all of our human relations values), lie beyond 
exchange co-operation for increased efficiency alone. Again we 
recall that color and all physical qualities as perceived by our 
senses exist in a universe that is not broached by scientific physics. 
The only quarrel I have or have ever had with the “institutional- 
ist,” of whatever strain, relates to the proposal to throw away 
systematic analytical economics because it is incomplete; “of 
course” it is only a short first step in the treatment of real social 
problems. And if any “orthodox” economist says or implies that 
this approach is by itself sufficient, or that any real problem is 
purely economic, in the meaning of the concept of pure theory, I 
am quite as much opposed to him. 

This is the main point I would make—that “economic theory” 
along the line of its development by the classical, neo-classical and 
mathematical schools, is only a step in the treatment of social 
problems, and a short step, but is indispensable, and logically the 
first stage. So far, there is a parallel with theoretical mechanics in 
relation to the engineering sciences. And incidentally, mechanics 
is fully as “unrealistic” as economic theory; practical problems re- 
late almost negligibly to its “frictionless conditions,” almost en- 
tirely to overcoming friction. But when we look further into the 
matter of applications, a vast difference appears, a fact that is not 
brought out in Professor Parsons’ methodology. The practical use 
of natural science is to increase “man’s power over nature,” and 
(in the modern world-view) there is no disagreement about the de- 
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sirability of that, hence no social problem. Of course there really 
is a social problem, and of the most serious kind, lurking in the col- 
lective use of the term “man.” For giving man, or men, power over 
nature almost inevitably gives some men power over others, or 
anyhow makes it possible for some to get such power; besides 
creating vast inequalities in power over nature, through command 
of the specialized knowledge and the instruments which give access 
to scientific technology and power; and both of these results most 
of us as ethical individualists find objectionable. Natural science 
itself ignores such problems, and rightly. But it obviously does so 
by dumping them into the laps of other disciplines. Not in the main 
that of the pure economic theorist; his business is also scientific, 
to investigate one type or aspect of social relations, namely, “free” 
cooperation through voluntarily chosen division of labor and ex- 
change (voluntary in relation to given other conditions—ends and 
means—I shall come back to this later). The main burden 
finally falls on the moralist or political philosopher, and more 
directly on “‘that insidious and crafty animal,” the statesman or 
politician. 


Group Self-Determination versus Control 


One must keep on patiently repeating that the social scientist, 
if he takes his profession as a job and not as “art for art’s sake” or 
playing his favorite game, must be either a clerk of the grand vesier 
of an autocrat or one of the parties to a free and open discussion 
of social problems. Only under the former assumption are social 
problems properly instrumental, a matter of prediction and con- 
trol, where we can point to controller and controlled. Even in that 
situation, the existence of motives means that control must take 
the form of coercion, persuasion and deception, and calls for tech- 
niques utterly different from the intelligent redirection of natural 
processes. In a democracy, the practical problem is to secure a fair 
degree of agreement about the forms of social relations, “rules of the 
game,” and especially on the demarcation between a field of com- 
pulsory agreement through politico-legal action and that of vol- 
untary arrangements between the parties directly concerned. In 
the latter area the freedom of the market is the sector in which the 
most pressing problems arise, but it is one among many. The prob- 
lem of reaching agreement about rules is not, correctly speaking, 
one of means and ends. Pure economic theory (relevant to free 
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society) must assume that co-operation by mutual assent, pre- 
supposing the several freedoms of individual economic behavior, is 
a “right” form of social-economic relations; that there is a “pre- 
sumption” in favor of such organization, in the absence of better 
reasons to the contrary. 

All this virtually amounts to saying that the serious problems of 
a democratic society are not “economic” in the sense of an indi- 
vidual’s problems; i.e., they are not, in the main, a matter of using 
given means to achieve given ends to the maximum possible ex. 
tent, though of course governmental bodies also have to be ef- 
ficient, to make resources go as far as they can. The major problem 
is first, to decide which ends and means are to be regarded as be- 
longing to society, in contrast with its “individual” members 
(the scope of taxation and of governmental functions) ; and second, 
how far and in what other ways society as a unit shall interfere 
with individual freedom in the use of individual means, or with 
free agreement between individuals in this area. What are com- 
monly thought of as economic functions of government fall mostly 
under two general heads. The first is suggested by the expression 
“‘make competition work.” It includes removing all barriers to the 
mobility of labor and other resources (which in principle covers the 
bulk of the monopoly problem) and we may also include providing 
information wherever individuals do not have access to this through 
other and reliable sources. There are, of course, other requirements 
for maintaining reasonably effective market competition, especially 
monetary or other measures for minimizing the scope of “cycles” 
and fluctuations. And the monopoly category includes many spe- 
cies, calling for varied treatment. There are some “natural” 
monopolies, where technical and other conditions virtually exclude 
competition, and a choice must be made between public regulation 
and public operation of an industry. 

But more important than all “mechanical” defects of the market- 
and-enterprise organization are fundamental limitations of the 
“individualistic” view of society. (The real unit, as a minimum, is 
necessarily the family, in some form, and the system would more 
accurately be called “familism.””) Competition, exchange, the con- 
cept of freedom itself, all take the individual as “‘given,”’ specifically 
with respect to his wants and his means of satisfying wants, in- 
cluding his personal capacities (natural and artificial) as well as 
control over external materials and instruments (natural or arti- 
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ficial). Only a minor fraction of the population of any society 
are really “individuals,” active members of the economic order 
(or the political). No one disputes that the continued existence 
of society, as well as “justice and humanity” requires that to 
some extent the strong, or the lucky, share the burdens of the 
weak or disadvantaged. This is a moral obligation of the in- 
dividual, but it is also indisputably a fact (not to be confused 
with it) that voluntary charity must be supplemented by authori- 
tative action. Yet state action is by nature coercive; at the mini- 
mum, a majority compels a minority, and in practice power is 
wielded by a majority of a majority, or several stages further, and 
they elect officials who act or do not act, within a wide range of 
discretion, and within their competence and fidelity to trust, or 
the opposite. Thus public policy must find some compromise be- 
tween individual liberty and the rights of the weak at the hands of 
the strong. It is a hard question of enough and not too much, where 
there is no objective measure or definite formula.! 


1 If space allowed, we ought to consider another “dichotomy” under the relation- 
ship of economic theory to practice. In the main, the decision whether social action 
is called for, and the general nature of what is needful if any, is a matter of “‘theo- 
retical analysis” which is mainly a polysyllabic expression for common sense. That 
is, the important facts and principles are a matter of common knowledge and no 
“research” is called for. But when action is decided upon, its precise character and 
amount usually call for quantitative knowledge that is not at hand without special 
investigation and in fact is typically very hard to get, with anything like the com- 
pleteness and accuracy needful. But it particularly calls for emphasis that the most 
important task of economists in a free society is to promote “straight thinking” at 
the elementary level of practical regard for undisputed facts and their obvious im- 
plications. To mention the hoariest example, it hardly calls for “analysis” to show that 
a protective tariff is uneconomical and is only justifiable by special political con- 
siderations; and even in case of industries required for defense there are less expen- 
sive ways of fostering them, and empirical proof is hardly possible. The persistence 
of such problems, which are not problems, is very discouraging. The best “argument” 
would seem to be something like Bastiat’s famous petition of the illumination indus- 
tries for legal prohibition of windows in houses, to exclude the ruinous competition 
of cheap foreign light from the sun. At a still lower level than the tariff, if possible, 
is such a measure as rent-freezing, where the tax and subsidy arbitrarily affect par- 
ticular pairs of individuals, without regard to need or desert or any defensible prin- 
ciple of selection. 

Economic policy is full of such pathetic, stupid and costly measures, based on 
prejudices like “nobody loves a landlord,” or a “foreigner,” or a bondholder, profit- 
seeker, etc. If modern civilization is to survive, the public must somehow be given 
more objective ideas of the distribution of power and benfits in a competitive econ- 
omy, especially the absence of arbitrary authority in the hands of the “business 
man.” He is, of course, between the millstones of two impersonal markets which fix 
the prices he must pay for productive services and those he can get for his product. 
The profits made by some are probably at least offset by losses of others. And if 
society proposes to confiscate gains it is asking business men to function on terms of 

heads I win, tails you lose.” 
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The Ambiguous Nature and True Role of Values 


Much of what I am trying to say is bound up in two very differ. 
ent meanings of the word “value,” a truly disastrous ambiguity, 
and a fact not sufficiently taken into account by most writers, 
When used in economic theory, this term refers only to individual 
or subjective desire, as expressed in choice among alternatives 
presented. To be sure, when choices are exercised on the social 
scale of a market, the result is to establish an equivalence or scale 
of values, as (marginal) desire intensities, the same for all con- 
tracting parties and hence quasi-objective. “Individual’’ includes 
every group acting as a unit, and usually means the family as a 
minimum, also “firms” of all sorts. This value-scale is expressed in 
a system of prices, of final products and productive services, and 
also a rate of yield on investment which, in combination with its 
expected service-value, determines the sale price of any productive 
agent or capital good. A market is simply an arrangement for ef- 
fective inter-communication among possible buyers and sellers; it 
assumes a large number of one or the other, i.e., “competition” on 
at least one side. (“‘Rivalry”’ is no part of rational economic moti- 
vation, which is to maximize concretely given results; but the wish 
to “beat” someone affects most human behavior, whatever the 
ostensible objective.) Theory has regularly considered “monop- 
oly,’ now commonly subdivided by separating out “monopsony.” 
And in order to come closer to reality, it has long been found 
necessary to recognize other limitations of the ideal or perfect 
market; at least, the theorist takes account of the major conse- 
quences of imperfect knowledge and foreknowledge and the re- 
sultant specialization of direction and uncertainty-bearing in the 
entrepreneur. But “economic values” are still only those actually 
expressed in “free” choices (not arbitrarily dictated—see page 
117). 

In contrast, as can hardly be too much emphasized, economic 
policy, and all discussion of any common policy, inevitably refers 
to values in a very different sense, one which implies some kind of 
“objectivity,” some degree of right-and-wrong, capable of being 
argued. It involves a distinction between desire and choice as facts 
versus what they ought to be—just as esthetic discussion must 
distinguish between “good taste” and “mere” taste, coming under 
the principle of “de gustibus non disputandum.” No discussion 
whatever is possible without reference to such a super-individual 
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norm; opposed parties launching at each other assertions of “I 
want it thus,” answered by “but I want it so” are not carrying on 
a discussion and their activity will never tend in the least to estab- 
lish agreement. (It ought to be superfluous to say that printing or 
noise machines interacting in any mechanical fashion do not even 
assert interests, still less solve problems of conflicting interests; 
but such mechanical process, with no reference to values in either 
meaning, is all that a rigorously empirical science would recognize.) 
But it also lies at the heart of problems of policy that it is very 
difficult for parties whose interests conflict to reach agreement 
through an appeal to “values.” Accordingly, the supreme merit of 
the free-exchange free-enterprise form of organization is that it 
enables people to co-operate up to the limits of their mutual in- 
terests, without having to deal with value problems at all, and 
these are separated out for consideration where it is necessary. 
Each party can have things his own way, as consumer and as pro- 
ducer, or entrepreneur, and both or all can secure the benefit of the 
enormous increase in efficiency that results from specialization and 
organization. All this is achieved by simply accepting the funda- 
mental principle of individual liberty, either as the supreme “‘value” 
—its place in historical liberal thought—or merely as a working 
expedient. 

Freedom is obviously the pre-condition of discussion itself. But 
nineteenth-century liberalism greatly over-simplified the notion 
and made freedom nearly all-sufficient in a way that is not justified. 
As already noted, freedom is relative to ends and means assumed 
to be “given.” To one without means to act, freedom is empty. 
And the fact that one’s ends as well as means are created by the 
social environment is an equally important fact (though it is not 
often mentioned) while the possession of means tends to be written 
into the notion of freedom itself, to the confusion of analysis. The 
early tradition of “‘laissez-faire’’ tended too much to take the in- 
dividual as given, whereas it is obvious that his human character- 
istics, and the whole concrete substance of economic life, are made 
what they are by the social-cultural process. And the social problem 
is surely more largely a matter of the kind of individuals it produces 
than of relations between individuals taken as simply “there.” 

In the setting of our society, committed as it supposedly is, to 
the principle of freedom, economic policy problems become really 
serious at the point where strictly economic problems “leave off”; 
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that is, the issues have to do with unilateral obligations of the 
strong (or fortunate) to the weak or disadvantaged, and with rela- 
tions between individual and community that cannot be handled 
through informal exchange or co-operation between persons spe- 
cifically concerned. On the “scientific” side, traditional theory, the 
mechanics of market organization, is subject to corresponding 
limitations. It deals with consumption-and-production, exchange- 
and-enterprise relations and concepts purely in the abstract. That 
is, it says nothing about what needs or wants people actually have 
in a given society, what products are created and consumed (or 
services rendered), or about what means (resources, human and 
other, or technology) are available and employed or how effectively, 
Pure theory also takes for granted and ignores, the actual mech- 
anisms of organization for producing and marketing, or for con- 
suming, and their organization costs, as well as the moral-legal- 
political order is which the process must operate. Certainly, it is 
far from being a complete and adequate account of the “‘economic 
life” of a society. The critics of “orthodoxy” are on solid ground so 
far. But pure theory does not purport or pretend to be complete 
and adequate—any more, as so often remarked, than theoretical 
mechanics is a complete and adequate description of the actual 
machines men build and use, from the standpoint of understanding 
or of their construction and operation. Hence these “‘limitations” 
constitute no objection to traditional economic theory, either as 
science or in relation to practice—provided only they are under- 
stood, and its part in the whole project of education and of social 
management is understood, and it is combined with the results of 
other disciplines wherever this is needful for handling the problem, 
scientific or practical, that is under consideration. The discussion 
of “method” in economics ought never to have been allowed to 
degenerate into a quarrel or contest between competing “ap- 
proaches.” The limitations of all the approaches, taken individua- 
ally, are patent to view. The task before us, economists and 
students of the other sciences of man, is to work out a division of 
labor in attacking what is finally a unitary problem, and to “co- 
ordinate” the different contributions. This is indeed a vast enter- 
prise, and the second part is especially difficult. It should be 
evident that it is a task calling for cooperation and not competitive 
promotion of special standpoints by workers in different sectors. 


Frank H. Knicut 


University of Chicago 
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RESOURCE EFFICIENCY AND POLICY 


N TWO recent issues of this Journal, critical attacks have been 
made against the approach to policy problems which has been 
attributed to this writer. Since I believe that the criticisms are 
based upon a failure of the critics to understand the approach, 
some reply seems warranted. It is one thing when a writer opposes 
something that he understands; it is quite another to reject an idea 
merely because one fails to grasp its meaning. 
Mr. Bushrod Allin states his position in his usual forthright 
fashion :! 


“Practical public policy can never be derived by ‘comparing the idealized 
conditions . . . and actual circumstances . . . and developing the necessary 
positive steps to eliminate the discrepancy.’ Excessive preoccupation with 
the ‘ideal’ is the usual consequence of formal model or pure theory ap- 
proaches to public policy. An attainable ideal is always the best available 
choice.” 


In his ““The Logical Foundations of Economic Research,” Pro- 
fessor Parsons states roughly the same position 2? 


“Tt is important that we conceive of the nature of a problem in some 
way which actually admits of solution. It is very common practice for 
economists to treat “problems” as the discrepancy between the actual 
situation and some “ideal” assumed to be the relevant solution. Under this 
conception of the problem, the “solution” is simply a priori and arbitrary 
without regard to available alternatives in the situation.” 


1 See Bushrod W. Allin, “Theory: Definition and Purpose”’ this Journal, XXXT, 
(August, 1949), p. 416. The quotation within the quote from Forward Prices for 
Agriculture (Chicago, University of Chicago Press, 1947), p. 11. 

? Kenneth H. Parsons, this Journal Nov., 1949, pp. 663-4. Parsons also wrote: ““Fur- 
thermore, the view that economic theory is simply a part of our methodology would 
cut the heart right out of the use of economic models as criteria of public policy. 
One of the important implications of this distinction between scientific and practical 
judgments is that public policy proposals must be formulated as possible ideal guides 
to practical judgments about policy matters. The prevalent practice among ortho- 
dox-minded economists of setting up some model of perfect resource use and then 
assuming that this is the proper criterion of policy would have to be abandoned— 
asamethod of getting'policy criteria” (pp. 680-1). Parsons has developed this point 
more fully and without modification in an article, ““The Problem-Solution Basis of 
Forward Pricing,” Land Economics, Nov., 1949, pp. 423-427. “But by what war- 
rant are these ‘ideals’ chosen? In terms of procedure, it seems clear that the ‘models’ 
of economic analysis are quietly shunted in as ‘ideals’ of policy. Economic theory is 
presented as a tool of analysis. These tools, when integrated in a system, are referred 
to as models and then by some subtle method this analytical model is transmuted 
into an ideal model. Nevertheless, these ‘ideals’ remain simply ideas, pure idea- 
tional constructs” (p. 425). At this stage of the formulation it is assumed that there 
is no preference for one income distribution relative to another. It is possible, how- 


—_ to introduce the desired income distribution as one of the givens of the prob- 
em. 
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Parsons and Allin object to the use of ideals, formulated with 
the aid of analytical economics, as guides in the analysis of policy, 
This objection seems to be based upon one or both of two related 
grounds. First, it may be argued that the economic analysis used 
was in some way meant to be a description of how the economy 
operated. Second, it may be believed that the analytic model used 
was the model of perfect competition and that the ideal sought was 
that of perfect competition. Both beliefs are erroneous and, if 
held by the writers, are a result of a failure to understand how 
economics can be utilized in formulating policy objectives or ideals, 

In Forward Prices, six policy goals were enunciated as repre- 
senting objectives with important economic content. There were 
two resource goals—to achieve a maximum total return from a 
given body of resource and to make provision for economic growth 
and progress. Four income goals were outlined—to achieve a 
minimum level of living for all, to mitigate gross inequities in the 
distribution of income, to provide income parity for comparable 
groups in the economy, and to reduce variations in the distribution 
of income in time. 

The criticisms seem to be levied against the resource objectives 
and the way in which they were utilized and manipulated. Such 
criticism ignores the emphasis given to income objectives. However, 
it must be said that the bulk of the book dealt with the problem 
of resource use and efficiency. This was done because it was be- 
lieved that price policy was not an efficacious means for achieving 
the income objectives, except in a limited manner in the case of 
income instability. 

But even in the case of resource objectives, the criticisms are 
invalid. This does not mean that my analysis is not open to ob- 
jection—and one important objection is indicated below. 

Three criteria for maximum efficiency in resource use were 
stated. The first condition was that the value of the marginal 
product of a resource should equal the price of the resource. The 
second condition was that the price of a resource must equal or 
exceed its marginal opportunity cost (its return in its next best 
alternative employment). The third condition related to the allo- 
cation of the consumer’s income among various alternatives and 
need not be repeated here. It is these criteria that I called the ideal 
conditions and it is at this point that Parsons argues that I have 
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made an economic model into an ideal and Allin presumes that I 
have accepted the competitive model as my Utopia. 

These criteria were not derived from the competitive model in 
any sense of the word nor are they an economic model transferred 
into an ideal. The criteria are based upon the presumption that 
economy is a value, that people generally want more of goods and 
services (including lesisure) rather than less. They are derived 
from no more startling assumptions than that resources are scarce 
and can be used to satisfy different wants or desires. 

Stated schematically the criteria are the result of manipulating 
the following set of relations: (1) There is a given supply of resources 
(in the supply schedule sense) at a given time. (2) There is a given 
set of technological relations between inputs and outputs. (3) The 
objective in the use of resources is to maximize output (including 
leisure), with each spending unit free to allocate its income as de- 
sired (unless actually prohibited by society). 

If the ideal conditions are irrelevant, it is because one or more of 
these assumptions are irrelevant. Neither the first nor second can 
hardly be disputed; hence only the third seems subject to question. 
And if it were entirely irrelevant, we would live in a much more 
chaotic world than we actually do. 

The major difficulty with the analysis is one not posed by the 
writers referred to. No one policy objective is supreme in the sense 
that it is pursued without reference to other things that are con- 
sidered desirable. Maximum resource efficiency may be achieved 
at the expense of greater instability or inequality in the distribu- 
tion of income. After taking all such consequences into account, 
society may well decide that it doesn’t want maximum efficiency. 
But this does not eliminate the problem since it cannot be argued 
that preferences are such that maximum inefficiency (zero product) 
is desired. What is desired in such a situation is the maximum 
efficiency consistent with the desired stability and equality.* 

It is true, of course, that other objectives than resource efficiency 

* “Because of the close interrelationships of economic and social phenomena, and 
the fact of limited resources, policy objectives tend to be competitive in a greater or 
less degree. Fulfilling one objective frequently, though not always, conflicts with at- 
taining another. The classic conflict of this sort is that between attaining complete 
equality in income distribution and maximum efficiency in resource use. An econo- 
mist should undertake the function of indicating as clearly as possible the extent of 


the conflict among gouls and the possible ways of resolving the conflicts or at least 
reducing them.” Forward Prices for Agriculture, p. 15. 
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can be so rigidly and strongly adhered to that no improvement jn 
resource efficiency is possible. To a certain extent, the tobacco 
control program implies objectives of this sort. This program speci- 
fies (in broad outline) that only those farms producing tobacco at a 
specified time can produce tobacco and the owners and operators 
of these farms are to be guaranteed some specified level of income 
from the production of tobacco. If the program objectives are these, 
there is not much point in talking about improvement in the alloca- 
tion of the resources. The economist could serve a useful function 
in proving that the income of the tobacco producers could be main- 
tained at the desired level and the income of the rest of the econ- 
omy could be increased by adopting another policy. But he cannot 
claim that the latter policy should be followed. 

In treating the policy problem in resource allocation as the dis- 
crepancy between ideal conditions and the actual situation, I was 
not guilty of the strictures emphasized by Allin and Parsons. The 
error, if any, was solely that of assuming that resource efficiency 
is an important policy objective. It it is not, the analysis becomes 
an interesting exercise and nothing more. But the analysis is not 
invalid or useless because the “models” of economic analysis were 
“quietly shunted in as the ‘ideals’ of policy.” It may well be that 
neither Parsons and Allin do believe that resource efficiency is an 
acceptable policy objective. If so, this objection should be stated 
as such, rather than attacking the idea of optimum resource use by 
casting reflections upon the legitimacy of its conception. 

Parsons and Allin suggest alternatives to the procedure which 
they believed, incorrectly, was followed. What Allin argues for is 
clearly nonsense. He states categorically: “An attainable ideal is 
always the best available choice.”4 Does this mean that anything 
that is attainable is ideal? In other words, that the status quo is 
ideal? Otherwise, it provides no basis for choice among policies, 
unless one is willing to argue that in any set of circumstances only 
one thing is attainable. If policy makers have a choice of more than 
one policy, all of which are attainable, Allin could tell them nothing 
about how to choose among them. He presumably would leave 
them in the position of Buridan’s ass who, standing midway be- 
tween two equally attractive stacks of hay and unable to make up 


his mind as to which one to go to, hesitated so long that he starved 
to death. 


4 This Journal, XXXI (August, 1949), p. 416, 
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I do not know whether there is any real difference between the 
position taken by Parsons and my own. Parsons believes that there 
js, but that may be because he has misinterpreted my position. 
Parsons believes that policy analysis should be based upon the 
analysis of acts as they are related to the solution of a problem— 
“the problem in this view is essentially that of a limiting factor 
which is obstructing orderly or satisfying activity.’ 

He also wrote: “Judgments of public policy like any and all other 
practical judgments must be formulated with reference to possible 
courses of action within available alternatives under the circum- 
stances of the situation.” 

There are numerous words or phrases that Parsons has not de- 
fined. If I defined them, I could easily make them consistent with 
the procedure that I followed. What is orderly or satisfactory ac- 
tivity? It could well be that of achieving maximum returns from a 
given body of resources and the limiting factors obstructing 
achievement could be price and yield uncertainty and resource im- 
mobility. Would Parsons deny that the process of achieving maxi- 
mum returns, with given resources, is a satisfying activity ?7 

Parsons neglects to indicate what he means by “possible courses 
of action” and “available alternatives.”” How can we tell in ad- 
vance, in a democracy, what is a possible course of action or an 
available alternative? Policy formation and execution is not done 
by experts. Policy can be inaugurated or changed as the electorate 
and their representatives become convinced, by discussion and 
other means, that a certain proposal is “‘an available alternative.” 
Presumably, a main objective of the application of social science 
to policy is to suggest methods of solving a problem that are not 
immediately apparent. If this is true, it can never be stated in ad- 
vance with certainty that the proposal is an acceptable alternative. 
This can only be learned as the proposal is studied and discussed. 
Many instances can be given of a policy proposal that was unaccept- 
able at one time but which later has been accepted. So far as I 
know, there is no scientific procedure for determining what will be 
considered an “‘available alternative” or “‘possible course of action” 
for the present, let alone five or ten years or more hence. 

To conclude, both Parsons and Allin have rejected the usefulness 


* Land Economics, November, 1949, p. 426. 
® This Journal, November, 1949, p. 681. 


_ "Achieving maximum returns should not be assumed to mean maximum money 
income, 
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of the notion of resource efficiency as a guide in analyzing policy, 
They have done this by confusing the statement of the conditions 
of optimum resource use and the analytical models of economics 
that have been found useful for predictive purposes (by “‘orthodox- 
minded economists”). If economics is to be at all useful, it should 
be able to say something about the process of economizing. 


D. GALE JOHNSON 
University of Chicago 


THE SOVIET LIVESTOCK INDUSTRY 


Peeps farming in the U.S.S.R. is almost entirely con- 
trolled by the state. In 1939 only 0.4 percent of the total 
Soviet sown acreage was sown by individual peasants.' However, 
in the livestock industry the state on January 1, 1940 owned less 
than 50 percent of the total livestock population.? 


TaBLeE I. Soviet Livestock Popu.ation, 1940 


Cattle Sheep and goats Hogs 


Per- Number Per- Number Per- Number 
centage (000) centage (000) centage (000) 


Total U.S.S.R. 100.0 53,200 100.0 85,100 100.0 21,100 
Collective farms 37.2 19,800 43.6 $37,100 31.9 8,000 
State farms and state 


cooperatives wae 4,096 9.6 8,169 13.0 2,743 
Owned by the mem- 


bers of collective 


farms 44.2 23,558 40.8 34,720 41.6 8,777 
Individual peasants 1.0 532 0.9 766 0.7 148 
Workers and employ- 

ees cooperatives 9.9 5 , 267 §.1 4,340 12.8 2,700 


Table I shows that the direct control exercised by the State in 
the livestock industry ‘is in collective farms, state farms, and 
various state cooperative livestock enterprises. This direct control 
represents 44.9 percent of all the cattle, 53.2 percent of all the sheep 
and goats, and 44.9 percent of all the hogs. The largest owners of 
livestock in the Soviet Union in 1940 were members of the collective 
farms who keep the stock for their own use. 


1 Socialisticheskoe Selskoe Khoziastvo, February, 1940, p. 6. 


? Karhouhova, E. S., Kolkhoznoe Proizvodstvo v Gody Otechestvennoi Voiny. Mos- 
cow, 1947, p. 100. 
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Ownership of cows in 1940 was more spectacular than the owner- 
ship of total livestock, as may be seen from the following table: 


Percentage* 
Total U.S.S.R. 100.0 25 ,335 
Collective farms 22.1 5,600 
State farms and state cooperatives 5.8 1,469 
Owned by the members of collective farms 56.7 14,365 
Individual! peasants 1.1 279 
Workers and employees cooperatives 14.3 3,623 


According to the above table 72.1 percent of all the cows in the 
Soviet Union are owned by private ownership, either in the posses- 
sion of collectivized peasants, individual peasants, or belonging to 
workers and employees’ cooperatives. There are many reasons for 
this situation. Fluid milk distribution as we know it in this country 
does not exist in the Soviet Union, so the peasants, beside supplying 
their own needs, must supply those of the urban population as well. 
The traditional urge of each peasant to have a cow and other live- 
stock, particularly strong among those peasants living in the step- 
pes, makes a complete collectivization of livestock impossible. 
Also, collectivized livestock, especially dairy herds, in 1940 were 
not well organized, were inefficient and brought low income to the 
members. 

In its preparation for the war the Soviet government planned to 
increase the total meat supply on the collective farms. By a decree 
of July 8, 1939, which became effective in 1940, each collective 
farm was to pay taxes comprised of meat, milk and wool, not on a 
per animal basis as in 1939, but on a per hectar basis regardless of 
type of farming. Because of this decree the collective farms which 
previously did not have livestock began to buy stock from their 
individual members and from individual peasants, who in response 
to demand increased their stock. Thus, on January 1, 1941, the 
U.S.S.R. had the following livestock (in millions) :5 


Collective 

U.S.S.R. farms 
Cattle 54.3 20.1 
Sheep and goats 91.6 41.9 
Hogs 27.5 8.2 


3 Tbid. 
* Bolshaia Sovietskaia Encyclopedia. Moscow, 1947, p. 922. 
* Author. Proposed Ph.D. dissertation “Soviet Agriculture Since 1940.” 
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During 1940 there was an increase in livestock not only in the 
collective farms but for the nation as a whole. 

Within a few months after the Germans attacked the Soviet 
Union, on June 22, 1941, they occupied an area in which about 38 
percent of all the cattle, 28 percent of all the sheep and goats, and 
59 percent of all the hogs were located. At the same time, the de- 
mand for grain for human consumption in the unoccupied regions 
reduced the grain acreage for livestock. Therefore, beginning with 
the second half of 1941 the livestock industry in any particular 
region depended entirely on the amount of feed available in that 
region. 

Because of the shortage of feed for livestock the 1942 required 
deliveries to the state declined in many regions, and the average 
weight of the animals declined too. The scarcity of livestock feed 
forced many regions to adjust their livestock practices. In the 
winter of 1941-42 the Kazak S.S.R. had two million head of live- 
stock on the winter range, and on the summer range in 1943 there 
were seven million head. In the winter of 1944—45 it increased its 
range capacity to 8.5 million head.” Other regions in Central Asia 
and in Siberia adopted similar practices. 

However, the increase in livestock population in these: regions 
was not enough to satisfy the demand and in 1942 the government 
devised a plan by which the collective and state farms during 1943 
were to increase their livestock. Under that plan collective farms 
were authorized to buy livestock from the members of the collective 
farms, and from various workers and employees’ cooperatives, to 
the amount of 1,636,000 head of young stock. But only Central 
Asia, the Kazak S.S.R., and the Maritime Krai increased their live- 
stock. In these regions collective farms were able to buy livestock 
from their individual members and most of the 1943 increase came 
from the liberated regions. 

When the Germans were driven out, the following percentage of 
livestock existing in 1940 was found by the Soviet government.® 


White 
R.S.F.S.R. Ukraine 
Cattle 40 43 31 
Sheep and goats 30 26 22 . 
Hogs 10 11 12 


6 Karnouhova, E. S., Kolkhoznoe Proizvodstvo v Gody Otechestvennoi V oiny. Mos- 
cow, 1947, pp. 49-50. 

7 Ibid, p. 91. 

8 Voznesenskii, N. A. Voennaia Economica S.S.S.R. v Period Otechestvennoi Voiny. 
Moscow, 1948, p. 56. 
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In spite of the war, liberated regions, if they did not contribute 
greatly to the total supply of meat, at least increased the total 
amount of Soviet livestock. Generally speaking, in 1943 there was 
a greater increase in total Soviet livestock than in collective farm 
livestock and it is doubtful if even this increase could have been 
made without the Red Army advance in 1943. On January 1, 1943, 
the U.S.S.R. had the following livestock (in millions).® 


Collective 
U.S.S.R. farms 
Cattle 28.5 13.4 
Sheep and goats 55.3 33.5 
Hogs 6.4 3.4 


But the real recovery came in 1944. That year the government 
was able to gather 11,600,000 more metric tons of rough fodder than 
in 1943. Silage harvested in 1944 was 17,300,000 metric tons, com- 
pared to 15,400,000 in 1943.'° In 1944 livestock belonging to the in- 
dividual members of the collective farms and to workers’ and em- 
ployees’ cooperatives increased too. From 1944 to the beginning of 
1946 there was a steady increase in livestock due to improved feed 
supplies and better organization of general livestock practices. 

It is interesting to note that after the end of the war, the Soviet 
livestock industry was not really in such bad shape; the following 
table compares the livestock population of January 1, 1940, and 
January 1, 1946: 


Percent of livestock on January 1, 1946 
in relation to January 1, 1940 (base) 


Collective 
U.S.S.R. farme 
Cattle 88.3 83.8 
Sheep and goats 81.5 109.7 
Hogs 49.3 68.7 


Cattle population recovered about equally on the collective 
farms as for the country as a whole. But sheep and goats, as a re- 
sult of developments in grazing practices, recovered much more 
sharply on the collective farms, actually exceeding the 1940 level. 
The mass destruction of hogs during the war, and the scarcity of 
grain and other feed for hogs, plus low yield and high death rate, 
prevented the hog population from recuperating to the same 
degree. 


* Author, Proposed Ph.D. dissertation “Soviet Agriculture Since 1940.” 
10 Socialisticheskoe Selskoe Khozaistvo, September, 1945, p. 27. 
4 Author, Proposed Ph.D. dissertation “Soviet Agriculture Since 1940.” 
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In 1946 there was a severe drought in the western parts of the 
Union, especially in the Ukraine and in the White Russia. Grain 
and other feed for livestock was scarce in the regions affected by 
the drought, as during the war. Not having enough grain, the peas- 
ants began to slaughter their stock. The most drastic reduction 
was in the hog crop, which is concentrated in the drought affected 
regions. Collective farms as a whole reduced their hog crop by 56.4 
percent, and in regions affected by the drought this percentage was 
even higher. Thus on January 1, 1947 the Soviet Union had the 
following livestock (in millions) :” 


Collective 
U.S.S.R. ferme 
Cattle 64.8 15.8 
Sheep and goats 69.1 89.1 
Hogs 8.6 2.4 


During 1947, however, there was a general increase in livestock 
population; twenty regions reached their prewar levels of cattle 
population that year. More rough fodder and silage was available. 
The following year was also a good one for Soviet livestock. By 
January 1, 1949, Soviet cattle and sheep and goat populations 
reached prewar numbers, while total U.S.S.R. hog population was 
still 20.1 percent below that of the January 1, 1940 level. The 
population of cows was planned to be 24,700,000 on January 1, 1948 
and on January 1, 1949, 27,000,000." 

On April 19, 1949 a three year plan was put into effect. This 
plan called for the following distribution of livestock by January 1, 
1950 (in millions) 


Cattle Sheep and goats Hogs 


U.S.S.R. 58.0 98.2 20.6 
Collective farms 24.0 62.4 10.0 
State farms and state cooperatives 4.0 9.3 3.4 
Owned by the members of collectives 19.1 18.5 8.7 
Individual peasants 3.9 2.8 1.9 
Workers’ and employees’ cooperatives 7.0 5.7 1.6 


The number of cattle owned by the government in collective and 
state farms, and in government sponsored cooperatives, will be in- 
creased 17.1 percent by January 1, 1950 over the 1940 level. Sheep 
and goat numbers will be increased 58.3 per cent, and hogs 25.2 
percent during the same period. 


12 Thid. 
13 Bolshaia Sovietskaia Encyclopedia, Moscow, 1947, p. 935. 
14 Pravda, April 19, 1949. 
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Individual peasants on January 1, 1950, would have 3.4 million 
more cattle, 2.0 million more sheep and goats, and 1.8 million more 
hogs. There are many reasons for this increase. First of all, many 
peasants in the Baltic regions are still individual entrepreneurs. 
They have their own livestock to secure their livelihood. Then too, 
during the war invalids and families of military personnel could buy 
livestock, especially milking animals for their own use. Again, 
war-time high prices for agricultural products and large savings 
(before the devaluation of the ruble) were invested in livestock. 
Another reason is the decentralization of population during the 
war. Many refugees moved to remote parts of the eastern regions, 
purchased livestock and made efforts to increase it for sale to 
others. Various workers’ and employees’ cooperatives likewise in- 
creased their livestock, except hogs. On the whole there will be a 
larger amount of livestock privately owned in 1950 than there was 
in 1940. 

Thus we see a contrast in Soviet agriculture. On one hand general 
crop farming is almost wholly socialized, while 36 percent of the 
total livestock in 1950 will be privately owned. Between 1940 and 
1950 there will be an increase in livestock owned by individual 
peasants, which indicates that there are more individual peasants 
now than there were in 1940. This assumption is based on the fact 
that the inability to secure land for private large scale livestock 
enterprise by any single peasant would prevent any individual 
peasant from accumulating a large number of livestock. Thus any 
increase of livestock in possession of individual peasants must be 
accompanied by an increased number of individual peasants. This 
means that the number of collectivized peasants has been de- 
creased, for as late as January 1, 1947, there were only 222,000 
collective farms in the Soviet Union, against 242,000 collective 
farms in 1940." Thus, in 1947 there were peasants from 20,000 
collective farms still unorganized or not willing to join them, and 
this number should be inflated by the increased peasant population. 
These peasants have their own livestock, which is not controlled 
by the government. 

The new three year plan calls for a 9.5 percent increase in the 
number of total cattle, a 15.2 percent increase in sheep and goats, 
and a 2.3 percent reduction in the number of hogs. By 1950 the 


Karnouhova, E. S., Kolkhoznoe Proizvodstvo v Gody Otechestvennoi V oiny. Mos- 
cow, 1947, p. 5. 
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Soviet Union will have a larger population to feed, however, than 
in 1940, and any increase in livestock will be offset by this increase 
in population. Thus, in relation to consumption needs the Soviet 
livestock industry will be in the same position in 1950 as it was in 
1940. 


V. KatKorr 
Ohio State University 


EXPECTATION IN AGRICULTURAL CREDIT* 


G L. S. SHACKLE’S new book entitled Expectation in 
« Economics presents a new approach to the study and 
analysis of expectations.! This note is a discussion of Shackle’s 
theory and its possible application to expectations in long-term 
agricultural credit. Reference will also be made to some recent con- 
tributions of other writers in this field. 

The term “expectation,” as commonly used, refers to anticipa- 
tions concerning the future course of events. Shackle narrows this 
interpretation when he states, “By expectation I mean the act of 
creating imaginary situations, of associating them with named 
future dates, and of assigning to each of the hypotheses thus formed 
a place on the scale measuring the degree of our belief that a speci- 
fied course of action on our part will make this hypothesis come 
true.”? This would appear to preclude an economist, among others, 
from having expectations concerning the business cycle, since an 
economist is not likely to believe his course of action will determine 
business trends. Further, entrepreneurs continually make decisions 
based on anticipation of conditions which they recognize are beyond 
their control, such as election outcomes and governmental policies. 
Hence, Shackle’s definition of expectations seems too restrictive 
for practical usage. 

Shackle takes sharp issue with “orthodox” theorists concerning 
the way in which an individual ranks or rates possible future re- 
sults of business decisions. The somewhat “orthodox” approach 
has been to assume that the entrepreneur assigns numerical prob- 
abilities (cardinal numbers with a total of unity) to the potential 


* The author wishes to acknowledge his indebtedness for helpful criticism to Dr. 
W. G. Murray, Iowa State College. 

1 pay S. Shackle, Expectation in Economics. Cambridge, University Press. 1949. 

2 Ibid. p.1. 
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outcomes. That is, in drawing marbles from a jar in which there 
are 25 white marbles and 75 black marbles, the probability of 
drawing a white marble is } and the probability of drawing a black 
marble is 3; } plus ¢ equals 1, or unity. Although anticipated out- 
comes of business decisions cannot be measured so exactly, some 
theorists have expressed belief that an entrepreneur calculates 
“subjective probabilities” on a cardinal basis. 

Shackle, however, is of the belief that ordinal rather than cardi- 
nal ranking of potential outcomes is correct. Ordinal ranking refers 
to the ranking of potential outcomes according to their likelihood 
of occurrence. In the case of the above marbles, the potential out- 
come of drawing a black marble could be given an ordinal rank of 
“first” and the potential outcome of drawing a white marble could 
be given an ordinal rank of “second”; the significance of ordinal 
numbers lies in their sequence of rank, rather than in their magni- 
tude. Shackle rejects the application of the numerical probability 
technique to isolated, non-repetitive decisions and contends that 
“the real incentive for embarking on some given venture, whose 
objective results will not develop and their character become 
known until some date in the future, is the tmmediate mental ex- 
perience which the decision to embark on this course will give us; 
namely, the enjoyment by anticipation of a high level of success.’ 
Although it is easily understandable that “enjoyment by anticipa- 
tion” defies cardinal measurement, the practicability of Shackle’s 
ordinal ranking of the same emotion seems highly questionable— 
three dimensional models notwithstanding. And more funda- 
mentally, does “enjoyment by anticipation” explain decisions 
which are made? It seems conceivable that individuals, particu- 
larly “dreamers,” may thrive on “enjoyment by anticipation” 
though they may seldom translate such thoughts into action de- 
cisions. For example, an individual may derive considerable en- 
joyment from “dreaming” about stock market “killings,” though 
he may never venture an investment. 

With a view toward making a preliminary test of Shackle’s 
hypotheses, the following paragraphs will be devoted to a brief 
discussion of the reactions of agricultural lenders and borrowers to 
major uncertainties affecting agriculture. 


Ibid., pp. 15, 16. 
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Major uncertainties in agriculture include natural hazards, price 
fluctuations, and managerial abilities.* How does a farm mortgage 
lender respond to these uncertainties in evaluating individual loan 
applications?® Do lenders formulate expectations on a probability 
basis (assigning cardinal numbers to outcomes) or on an “enjoy. 
ment by anticipation” basis (assigning ordinal numbers to out- 
come?). 

In regard to natural hazards, insurance companies have limited 
their lending activities to certain low risk areas. Classification of 
areas according to risk is accomplished by general actuarial prin- 
ciples, i.e. on a probability basis. The Federal Land Banks lend jn 
all areas, but have utilized loan extensions and flexible loan repay- 
ment plans to accommodate borrowers during successive low years; 
the liberal policies of the Federal Land Banks have, of course, been 
made possible by government support. Local banks, with primary 
obligations to depositors, are of necessity even more conservative, 
Shackle might account for this situation by arguing that it is 
merely a case of “distress of potential loss” outweighing “enjoy- 
ment of potential gain.”’ To this writer the more realistic explana- 
tion would be that it is the probability of potential loss which 
causes local banks to be conservative and restrict their loans to the 
better risks. Fortunately, the natural hazards of fire and wind- 
storm can be largely covered by insurance. Crop insurance, in- 
troduced by the government in 1938, has gone through difficult 
experimental stages, and more experimental work is required. 
Obviously, development of insurance against losses from natural 
hazards is a boon to lender and borrower alike.® 

In regard to price fluctuations, it may appear at first that 
Shackle’s “enjoyment by anticipation” approach may be as satis- 
factory, or unsatisfactory, as most methods. The great variety of 
international, national, and local forces affecting the market, and 
the complexity of their interactions, make attempts at “‘scientific” 
price forecasting extremely difficult, if not impossible. Neverthe- 
less, techniques of price analysis are improving, and lenders have 
profited by their intelligent use. The “‘normal value” concept has 


4 The problem of evaluating crop-production risks arising from weather hazards 
is discussed by E. Lloyd Barber and Donald C. Horton in Measuring and Inter- 
preting Farm Production Risks, Ag. Finance Rev., 11: 28-38, 1948. 

5 R. C. Engberg, Risks in Agricultural Lending, This Journal 31: 602-611, No. 1, 
Part 2, Feb. 1949. 

6 W. G. Murray, Agricultural Finance, Ames, Iowa. 1947. p. 71, Iowa State 
College Press. 
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been widely utilized by long-term agricultural lenders in attempting 
to cope with price risks. Further, government price support pro- 
grams, during the period of their operation, eliminate the problem 
of price fluctuations for specified commodities. 

In regard to managerial ability, a primary precaution of the 
lender is to secure full information concerning the prospective 
borrower, his farm, and his particular farming operations. Past ex- 
perience, that is, actuarial data, together with a knowledge of 
farming operations, determine the lender’s expectations in regard 
to the managerial factor. However, this is not to imply that a su- 
perior operator necessarily may obtain a larger loan than an average 
operator. Many farm mortgage lenders use the concept of an 
average operator in determining the size of a loan; this policy is 
observed because an above-average operator may sell, die, or be- 
come incapacitated before a loan has been reduced to a safe average 
level. In contrast, at least one large insurance company makes 
heavier loans to above-average operators, but protects itself either 
by requiring extra heavy installments during the first few years or 
by requiring reduction of the loan to a specified figure in the event 
of a sale.” It will be noted that these protection features, in effect, 
reduce this method to a variation of the average operator concept. 
Hence, in evaluating managerial ability, the lender is using a tech- 
nique somewhat similar to that of a life insurance company ac- 
cepting policy risks, i.e. on a probability basis. 

Shackle’s unique approach may explain the decisions of in- 
dividual farmers more satisfactorily than the decisions of lenders. 
Enjoyment by anticipation may very well account for decisions of 
farmers to invest all or a majority of their capital in high risk 
ventures. Unfortunately, a sequence of a few bad years (which is 
not uncommon) is almost certain to bring financial ruin to such 
farmers, and cause them to rue the day they were governed by 
“enjoyment by anticipation.” According to Horton, “there is a 
tendency for agriculture that is subject to high yield uncertainty to 
develop a capital structure that draws capital from sources pecu- 
liarly adapted to bearing the uncertainty that is inherent in such 
agriculture.”* This may indicate that whereas it is conceivable 
that “enjoyment by anticipation” may explain farmers’ decisions 


‘Eli Ferguson, Risks in Agricultural Lending—Discussion, This Journal, 31: 
616, No. 1, part 2, February 1949. 

*D. C. Horton, Adaptation of the Farm Capital Structure to Uncertainty, this 
Journal 31: 87, No. 1, part 1, February 1949. 
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to undertake ventures in new areas or in new undertakings for 
which statistical data is lacking, “subjective probability reckoning” 
soon becomes the dominating factor. Further, it may be held that 
the “probability calculations” of the lender, rather than “enjoy- 
ment by anticipation” of the prospective borrower, will govern the 
terms of credit. Keynes appears to have subscribed to this idea 
when he wrote “The hope of a very favorable outcome which may 
balance the risk in the mind of the borrower is not available to 
solace the lender.’ 

In conclusion, it appears that Shackle’s highly different and in- 
teresting theory of expectations sheds no appreciable light on ex- 
pectations in agricultural credit. Study of expectations involves 
several difficult problems. If success could be achieved in measuring 
expectations, a further problem would involve the determination 
of how farmers translate their expectations into action decisions. 
After these formidable goals had been achieved, one would still be 
confronted with the disconcerting variance between expectations 
and actual occurrences. Inasmuch as important factors contribut- 
ing to the divergence of “‘expected results” and “realized results” 
are not subject to control or prediction by lenders or borrowers, 
the most fruitful approach at present may lie in continued pro- 
grams of actuarial research for a sound basis for crop insurance, 
analysis of price support programs, improved devices for pooling 
risks by lenders, the development of loan insurance, and flexible 
programs for loan repayment." 


K. O. Hanson 
University of Washington 


ANALYSIS OF WASTE IN MARKETING: 
REMARKS ON METHODOLOGY! 


HAVE been concerned for some time with the problems 
of waste in the marketing of farm products, its measure- 
ment, location, and reduction. Yet we rarely have clearly defined 


9 J. M. Keynes, The General Theory of Employment, Interest and Money. New 
York, Harcourt, Brace and Co. 1936, p. 145. 

10 The importance of flexibility of plans is stressed by A. G. Hart in his book, 
Anticipations, Uncertainty and Dynamic Planning, The University of Chicago, 1940. 

1 This note is an adaptation and elaboration of the methods used in my paper, 
“Costs and Margins for Poultry and Eggs,” USDA Technical Bulletin 969, No- 
vember 1948, which, to my knowledge, were originated by R. O. Been, Bureau of 
——— Economics. My sincere thanks to him for his suggestions in this effort 
also. 
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waste nor have we agreed on methods with which best to handle it. 
The following is an exploration into the methodology of waste 
treatment and analysis to find new tools or sharpen existing ones. 


Terms and Concepts 


Waste may be defined as the physical loss of a good without 
benefit from its use. Physical loss may be absolute or partial; the 
first denoting absolute disappearance or absolute uselessness of the 
good, the second denoting grade loss or deterioration. Because of 
the different methodological aspects of analyzing the two kinds of 
waste, they will be considered separately. 

At all stages of the marketing process there occurs some absolute 
physical loss, different in degree for products of different perisha- 
bility and for the same product at different stages of marketing. 
Specialists have estimated the “normal” amount of absolute 
physical loss at certain marketing stages and for the entire market- 
ing process, commodity by commodity.? They generally consider 
these losses as part of the expenses of the marketing agent, as do 
the agents themselves. To a marketing agent’s costs, such as labor, 
occupancy, transportation, storage, there is added a cost item 
called waste, meaning absolute physical loss. Simple as this method 
is, it is not satisfactory for an analysis either of units leaving the 
farm or of units reaching the consumer, for it does not reflect the 
absolute physical loss of the product before or after it reaches the 
particular marketing agent. 

The first necessary step is to abandon thinking of a unit (bushel, 
pound, dozen, etc.) of a product isolated at each agent, and to start 
viewing the unit in relation to one point of reference in time or 
space, preferably the initial or ultimate point in the marketing 
process, that is to say when the unit leaves the farm or when it 
reaches the final consumer. This leads to the concept of the farm- 
produce or retail-weight equivalent unit.? The use of physical 
quantitative equivalents makes it possible (1) to compare like 
units of related but unlike products, such as carcass beef with re- 
tail cuts, or live with drawn poultry, (2) to adjust for inedible by- 
products, such as hides and mill feeds, and (3) to adjust for waste. 

? “Conversion Factors and Weights and Measures for Agricultural Commodities 
and Their Products,” USDA, PMA, August 1947. 


3 See R. O. Been’s discussion in USDA Misc. Publication #576, “Price Spreads 


Between Farmers and Consumers for Food Products, 1913 to 1944,” September 
1945, pp. 2-4, 29-31. 
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The second step in presenting absolute physical loss in a way 
that lends itself to comparisons throughout the marketing process 
is to relate the estimated absolute physical loss to the physical 
quantitative equivalent and to the volume handled between the 
agent in question and the point in the market to which the physical 
equivalent refers. One of the margins and costs studies of the Bureau 
of Agricultural Economics did this fairly consistently with respect 
to the ultimate point in the marketing process by the use of con- 
version factors.‘ Briefly it consists of a factor expressing the per- 
centage waste loss occurring in the hands of the agent under con- 
sideration plus the percentage waste losses of all subsequent agents 
applied to that portion of the flow from the agent under considera- 
tion in relation to total marketing flow that is handled by each 
one of the subsequent agents. In other words, the conversion factor 
expresses the multiple of a retail unit that the agent must receive 
so that the consumer may receive one unit, the difference being due 
to waste loss. 

Examples 


1. As a first approximation to reality assume a single channel of 
flow where A is the marketing agent under consideration, R the 
retailer, and B and C the only other marketing agents, and where 
the percentage waste losses at these agents are a, r, b, and c re- 
spectively. Then the total percentage waste loss at A in relation to 
R is a+b+c-+-+7, since each subsequent agent handles all of the flow 
from A and the latter is the total marketing flow. 

2. If the flow from A is only part of the total marketing flow, 
say 30 percent, the total percentage loss at A in relation to R is 
reduced to a+30% (b+c+r). 

A few additional examples approaching reality will show some 
of the actual problems encountered. 

3. We shall proceed from the variation where the flow of total 
marketing movement is 30% (Case 2). If we add two agents 
parallel to B and C, naming them D and E and their percentage 
waste losses d and e, assuming for the time being that there is no 
cross flow, and that the flow between A and R has been divided 
into two channels of equal size, (only solid lines in Figure 1) then 
the percentage loss at A in relation to R is a+50% of 30% of 


4 Winter, op. cit. 


— 


| 
| 


Nores 141 


b+50% of 30% of c+ 50% of 30% of d+-50% of 30% of e+ 100% 
of 30% of r.® 

4. If we assume cross flow between D and C and an even split of 
the flow at D, (solid and broken lines in Figure 1) then the per- 
centage waste loss at A in relation to R is a+50% of 30% of 
b+75% of 30% of c+50% of 30% of d+25% of 30% of e+100% 
of 30% of r. 

5. Omitting further complexities of cross flow which would likely 


D E 
d 
~ 
~ 
A< B “Cc } 


Fig. 1. Multiple Channel Of Flow. 


occur in real life, we add instead an agent F with percentage loss 
f, who receives part of A’s flow and, by-passing some of the other 
agents, sells directly to the retailer R (all of Figure 1). Assuming 
an even split of the flow from A, percentage waste loss at A in 
relation to R is a+4 of 30% of b+-3 of 30% of c+4 of 30% of d+ 
of 30% of e+3 of 30% of f+30% of r. 


Conversion Factors 


In the foregoing examples percentage waste losses have been 
calculated for the agent under consideration in relation to the 
ultimate point in the marketing process.’ There remains one step— 
the calculation of the conversion factor. If the cumulated percent- 
age waste loss for a specified agent which includes prorated waste 
losses for all subsequent agents is termed ZW, then the agent must 
handle 1+2W units for each one unit that reaches the consumer. 

5 May be simplified to: a+30% (b/2+c/2+d/2+e/2+r). The other examples 
may be simplified correspondingly. 

® A practical problem entering the calculations which is not reflected in a change 
of the percentage waste loss at A, is that of isolating the flow from A at the subse- 


quent agents from the flow of agents entering the marketing channels and receiving 
none or only part of their flow from A. 


f 
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1+ ZW is the conversion factor which may be used as a multiplier 
for an agent’s unit costs to allow for the absolute physical loss be- 
tween the agent and the consumer unifcrmly and adequately, 
Conversion factors can be calculated for every marketing agent in 
whose possession absolute physical loss occurs. A flow chart show- 
ing all marketing channels with percentage distribution of the flow 
at each agent and between each two agents, and estimated per- 
centage loss at each agent, are pre-requisites for the use of the con- 
version factors described. 

The conversion factor of the waste equivalent may be combined 
with any number of others into one conversion factor. For example, 
it may be combined with the conversion factor representing the 
physical quantitative equivalent. In the case of live chickens this 
is 1.136 reflecting a 12 percent weight loss from live to dressed. 
This conversion factor may be combined with that for waste loss, 
which is, let us say, 1.015 resulting in a combined conversion factor 
of 1.153.7 

Instead of using the final point in the marketing process, where 
the consumer buys the commodity, we could refer all costs and 
waste percentages back to the initial point in the marketing process 
where the farmer sells the product. In that case the farm produce 
equivalent would be the common denominator instead of the retail 
weight equivalent. 

The other kind of waste, partial physical loss, better known as 
grade loss or deterioration, may be handled in like manner, but 
certain conceptual difficulties, inherent in analysis of all waste, 
but especially applicable to grade loss, have to be considered first. 


Waste Relative to Offsetting Factors 


Consideration of offsetting economic circumstances is needed to 
evaluate the net economic significance of waste losses. Usually any 
loss or cost is partly, completely, or more than completely offset 
by an economic gain. This gain may be potential or actual, and 
may be disguised as non-spending of resources or appear as meas- 
urable gain. In order to judge to what extent this applies to waste 
losses, it might be helpful to distinguish between some of the rea- 
sons for their occurrence. Waste, it seems, may be caused either 


7 The example refers to the wholesaler of live chickens. E. P. Winter, op. cit., 
page 62. 
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by negligence or accident, or it may be essential or incidental to 
economic considerations. 

Waste loss caused by negligence or accident is the one which 
lends itself most readily to analysis by the method of conversion 
factors. It is useful to keep in mind, however, that part of the cost 
to the marketing agent of waste loss, whether due to grade deterio- 
ration or to absolute physical loss, will be passed back in the form 
of lower purchasing prices and forward in the form of higher selling 
prices. Expected or realized losses to the marketing agent therefore 
will be in part cushioned by prices and might ultimately come to 
rest on the producer and the consumer. There are undoubtedly 
limits to how accurately waste loss can thus be passed on, depend- 
ing largely upon their predictability to the marketing agent. Ex- 
traordinarily large waste losses would probably force the agent to 
absorb part of them himself. Empirical and statistical tests might 
succeed in delimiting, product by product, agent by agent, to what 
degree waste losses become part of the price structure and to what 
degree they remain part of the variable costs of a marketing agent. 
It would seem that a marketing agent would be more likely to 
spend resources to avoid absolute physical loss than he would to 
avoid grade loss, because it is possible that the deteriorated product 
can be sold as profitably as the one that is not deteriorated. 

Grade loss which is essential to economic considerations may 
result in a differentiated product with different costs, different end 
uses and/or different customers. Then what would have been grade 
loss for the mother-product becomes processing by deterioration 
for the differentiated product. Examples are numerous in marketing 
literature. When quality-conserving practices are lacking so that 
the product reaching the consumer has dropped in grade during 
the marketing process, we are generally faced with something more 
than negligence or inability on the part of the marketing agent. A 
more probable explanation is his reluctance to invest in conserva- 
tion as long as he has a market for the lower grade and as long as 
his margin of profit is not adversely affected by his choice of inac- 
tion. Grade loss is here offset by deliberate non-spending of re- 
sources, the decision being based on an appraisal of the cost-price 
relationships in the market. To consider the lower grade product 
as a deterioration of the better grade is correct from the technical, 
but probably misleading from the economic, point of view. A prod- 
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uct, which has been differentiated by deterioration to satisfy a 
demand, has acquired an identity of its own and differs from the 
mother-product, as any processed product differs from its raw 
material. It is of no importance for the principle involved whether 
the changed form is technically superior or not; nor does it matter 
whether it has come about through spending and action or through 
non-spending and inaction. What matters is that there are two dif- 
ferent products.*® 

Waste loss is more than offset by measurable economic gain, 
when for example, perishable products are put into storage at a 
time of surplus and low prices and are moved out of storage at a 
time of scarcity and high prices. There, loss in form utility may be 
more than offset by gain in time utility, and total utility may 
actually increase despite waste loss. To make this possible the rise 
in price must be large enough to offset besides storage costs, re- 
duced quantity due to absolute physical loss or reduced quality 
due to grade loss, or both. 

The foregoing attempt to explore ways of handling problems of 
waste in marketing cost studies indicates that offsetting economic 
circumstances may modify their cost aspects and that they lend 
themselves to additional analysis when treated by the technique 
of conversion factors. 


E. P. WInTER 


University of Wisconsin 


8 The difference may not be sharp enough to permit separate classification, but 
even minor differentiations can be important enough to keep one product’s change in 
demand or price from influencing that of the other. This, in turn, might nullify 


activities designed to influence price or demand of the one by supporting those of the 
other product. 
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BOOK REVIEWS 


Monetary Management, E. A. Goldenweiser, New York: McGraw- 
Hill Book Company, 1949. Pp. xiv, 175. $2.75. 


This book is primarily an analysis of the policy making decisions 
of the Federal Reserve System. The author goes beyond the narrow 
scope of management and analyzes many of the factors that play 
a part in determining the position of a central bank in society 
today. 

Mr. Goldenweiser considers the role played by money in the 
economy, with chief emphasis placed upon the significance of vol- 
ume, availability, and the cost of money. He feels that an adequate 
volume of money establishes a climate favorable to business re- 
covery but that volume alone is no assurance of active business. 
Neither does he feel that an over-abundant supply of money in- 
evitably leads to inflation. The availability of money is more im- 
portant to business decisions than the existing volume. The ability 
to obtain credit at the banks is a more potent factor in business 
decisions than is the more or less fortuitous fact of how much actual 
cash an organization may possess. 

According to conventional theory when the interest rate rises, 
the demand for credit is discouraged. This idea has been questioned 
in recent years. The author readily agrees that there are many 
enterprises in which interest on borrowed funds constitutes a rela- 
tively minor proportion of costs, but he illustrates many lines of 
activity in which interest as a cost factor is not entirely ineffective. 

The rich experience of the author, who served as head of the Divi- 
sion of Research and Statistics of the Federal Reserve Board from 
1926 through 1945, is reflected in the description of the Board’s 
actions from World War I to 1948. In retrospect it can be shown 
that if the system could have responded more rapidly, expecially 
after World War I, some of the effects of the speculative bubble 
could have been lessened. During a war and immediately after, a 
central banking authority as a practical matter cannot act inde- 
pendently of the Treasury. 

The decisions of 1924 to 1927 were based upon international 
considerations. The Federal Reserve authorities adopted a policy 
of monetary ease, which appears to have been a mistake. It helped 
England return to the gold standard, which resulted in deflation 
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for that country. In the United States the action laid the founda- 
tion for the credit expansion of the late 1920’s, particularly in 
security loans. 

During the years that led to the depression the Federal Reserve 
authorities played a confused and intermediate role. The easy 
money policy of the 1930’s moderated somewhat the severe ravages 
of the depression and helped to establish a climate favorable to 
recovery. The depression, nevertheless, was so profound that mem- 
ber bank reserves accumulated far in excess of the banks’ legal re- 
quirements. This state of easy credit was relatively impotent in 
dealing with depression. 

During World War II the Federal Reserve System played a key 
role in helping the government finance the huge war expenditures. 
Measures to avoid inflation take a secondary role when a war is 
financed through the banking system. 

The author throughout indicates the pitfalls in dealing with 
aggregative figures in reaching decisions. “It may even be said that 
totals used without adequate appreciation of their limitation have 
in them the seed of totalitarianism.” Yet these totals and subtotals 
are indispensable tools in making central bank decisions in either 
a controlled or free economy. 

The objectives of monetary policy, according to Mr. Golden- 
weiser, should not be limited to the maintenance of stable prices. 
Neither does he feel that the objective of full employment is a valid 
goal by itself because the relationship between monetary policies 
and employment is not sufficiently direct to make this a feasible 
guide to current policy. The broad objective is multiple. In its 
simplest terms it may be stated as the “regulation of the volume, 
availability, and cost of money to the maintenance of stable eco- 
nomic conditions and a rising level of economic well-being.” 

In view of the part that a central bank should play in a democ- 
racy it would have been interesting had the author pointed out 
the manner in which the Federal Reserve authorities arrive at 
the particular objective they are seeking at a certain time. Would 
others in addition to the Treasury enter into the decisions in formu- 
lating these broad objectives? There are numerous pressure groups 
favoring conditions of easy credit inevitably leading to inflation. 
As a practical matter can a central bank bring about stability if 
the prevailing political atmosphere is set in favor of inflation? 

Altogether the book provides a well organized presentation of 
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a subject that has often been considered by laymen to be abstract. 
Mr. Goldenweiser’s arguments should be understandable to the 
average reader and should prove useful in giving a better idea of 
the function of the Federal Reserve System and its role in the 
American economy. 


LEONARD RALL 
Michigan State College 


Farm Records and Accounts, J. Norman Efferson, New York: John 
Wiley & Sons, Inc., 1949. Pp. ix, 281, $3.25. 


“This book is designed primarily for students of agriculture in 
technical schools, vocational high schools, junior colleges, and col- 
leges, and for farmers who have no special bookkeeping training or 
experience,” according to the author. The first three chapters of 
the book cover such things as the purposes of farm accounts, terms 
used, and the kinds of records and accounts. In the following 15 
chapters the author discusses six different systems of records and 
accounts, progressing from the simplest to the more complex, 
describing each system and pointing out its usefulness in making a 
study of the farm business. 

The six systems of farm records discussed are: (1) the farm 
inventory, (2) cash accounts, (3) the combined inventory and cash 
account, (4) the combined inventory, cash and credit accounts, (5) 
the combined inventory and cash account plus a single enterprise 
record, and (6) complete cost accounts. In addition to the discus- 
sion on the systems of records, there are chapters on Federal in- 
come tax reporting and credit records for the business. 

The author is to be complimented on writing a book in which the 
subject of farm accounting is so logically and simply presented. 
There are ample illustrations of the different systems clarifying the 
accounting procedure in each system. Emphasis has been placed 
on adapting accounting systems and techniques to farmers’ needs 
and explaining them so even those with little or no training in 
accounting can understand the procedure. The usefulness and value 
of the various systems of records and accounts in analyzing the 
farm business are also well covered. For those using the book as a 
text, the exercises at the end of each chapter should prove particu- 
larly helpful. 

This reviewer thinks too much emphasis has been placed upon 
the value of the farm inventory, and too little on cash accounts. 
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More could have been presented on the different forms in which 
the cash account could be kept with some discussion of their relg- 
tive merits. In the summary of the combined inventory and cash 
account, it would have been well to discuss and illustrate the meth- 
od of combining the change in inventory value with purchases 
and sales to obtain the net increase or decrease in each livestock, 
equipment and building account, since many think this method 
provides better data for farm analysis. It is also the reviewer's 
opinion that more could well have been said about analysis of the 
business from the combined inventory and cash record, inasmuch 
as many agricultural colleges do considerable extension work with 
such accounts. The reviewer was disappointed in not finding more 
on production or supplemental records and their usefulness in 
analysis, something on accounting methods on rented farms, or 
where there were father and son partnerships, and a bit more on 
suggested daily or monthly forms for complete cost accounts. He 
also is of the opinion that the difficulties of keeping and using enter- 
prise cost records was somewhat over-emphasized. 

This book with its excellent organization, simple presentation, 
and agricultural point of view on farm accounting is a real addition 
to the publications in this field, and many who are teaching agri- 
culture or farm accounting, or farming will want a copy. 


Karu T. Wricat 
Michigan State College 


Our Conservation Job. Stephen Raushenbush. Washington, D. C.: 
The Public Affairs Institute, 1949. Pp. 64. $0.50. 


The job ahead in resource conservation involves two major types 
of problems. One problem is the determination of the level of 
utilization and productivity at which resources should be used and 
maintained. The second problem is the economic, social, and in- 
stitutional organizations needed to achieve the desired levels of 
utilization and productivity of resources once those levels have 
been determined. 

Mr. Raushenbush emphasizes quite correctly, I believe, that 
many current activities in resource conservation are confused, 
inadequate, and lack direction with respect to both of these prob- 
lems. His study seems to have been well founded in the conception 
of the problem and in its national importance. However, the re- 
mainder of the pamphlet is disappointing although provocative. 
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Nowhere in the pamphlet is the author’s concept of conservation 
defined sufficiently well to show the reader what is meant by con- 
servation or what levels of resource utilization and productivity 
are considered the goals of achievement. The “conservation job” 
turns out to be one of physical development with little or no analy- 
sis of the demand for the resource products. The pamphlet does not 
include analysis of costs and returns either tangible or intangible 
to society or individuals. The reasoning and analysis behind specific 
recommendations made in the pamphlet are not discussed. 

At times it appears the author is thinking in terms of maximum 
physical production. ““We have never required our resource owners 
to keep their properties at the level of maximum productivity,” 
p. 62. Maximum physical production might well be economic 
nonsense from the viewpoint of either the individual or society. It 
is physically possible to carry irrigation, fertilizer applications, dam 
building, etc., far beyond the point of maximizing net returns from 
the investments. 

In another instance, the author states “Economic theory holds 
that conservation is an annual maintenance charge which should 
be covered regularly out of the private or national income.” Quite 
the reverse, economic theory provides for disinvestment as well as 
investment or maintenance of a resource depending upon demand, 
supply, substitution and marginal returns from use over time. Dr. 
A. C. Bunce’s Economics of Soil Conservation deals with this con- 
cept at considerable length. 

Proably the author reaches his more dangerous conclusions in 
such statements as the following: “There is hardly a group in the 
nation ... which does not stand to profit by as large-scale and 
sound a conservation program as we can develop on our farmland 
and forest land ... ,” p. 62. The first question is what is meant by 
“sound”? Certainly the nation is not assured of profits by bigness 
alone. Resource investments must be evaluated in terms of the 
demand over time, and the scale of investment whether large or 
small is dependent upon this type of analysis. 

At other points it appears the author uses price as a measure of 
conservation needs. “Scarcity prices—due to nothing but short- 
ages—have moved in on us. . . and we have hardly entered our era 
of shortages and scarcity prices.”’ Evidently, the author fails to 
realize that all prices are due to scarcities in supply. 

Next, the author lists the basic causes of “‘conservation” failures 
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—conservation still undefined—in terms of (1) financial arrange- 
ments inadequate and unsuited to resource investments of long 
term, high risk and low return nature and (2) governmental organi- 
zation characterized by annual appropriations and short run pro- 
grams unsuited to long range resource planning and investments, 
Here the author is on sounder ground. 

On the positive side, Mr. Raushenbush recommends four meas- 
ures to cope with these causes of failures. A National Resources 
Corporation is recommended to carry the bulk of the conservation- 
production job mainly by supplying credit to soil and forest re- 
source owners for resource investments. Another proposal is a 
Watershed Review Board to sift and combine plans of various 
agencies concerned with intra- and inter-watershed problems of 
flood control, soil and water utilization, siltation, etc. A National 
Energy Conservation Board is suggested to produce an action pro- 
gram for utilizing energy resources. Finally, and most important 
in this reviewer’s opinion is the recommendation for a National 
Resources Council to help integrate resource plans now made by 
various branches of government. 

Although not particularly new, these proposals certainly war- 
rant further study and serious consideration by students, adminis- 
trators, and legislators concerned with resource utilization. It 
should be emphasized, however, that organizations and reorganiza- 
tions alone cannot be successful. They should be preceded by and 
include economic analyses leading to desired levels of resource use 
and productivity. This would appear to be the first task of a Na- 
tional Resources Council when and if such action is taken to plan 
and integrate our natural resource needs in a comprehensive 
manner. 


JouHN F. Trumons 
Iowa State College 


Planning and the Price Mechanism. James E. Meade. New York: 
The Macmillan Company, 1949. Pp. xiv, 130. $2.90. 


Professor Meade’s Planning and the Price Mechanism is a brief 
general analysis of postwar British economic conditions discussed 
against the background of the British postwar experience with 
direct controls. The author’s preference is for the price system 
despite its slowness and other inadequacies. A properly working 
price system is called a “miracle” (p. 8) that should be fully uti- 
lized. The solution of the problems of monopoly control, mainte- 
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nance of an adequate monetary demand, and a tolerably adequate 
distribution of income offered by Professor Meade largely through 
manipulations of the price system is called the “Liberal-Socialist 
Solution” (p. 11). 

Professor Meade places primary reliance on fiscal activities to 
control the quantity of monetary demand (pp. 21-24). Also, power 
to block liquid assets and control of the interest rate is expected 
to lend a helping hand in preventing inflation or deflation without 
utilizing direct controls. 

The creation of a desirable level of income distribution within 
a system controlled by the market encounters the knotty problem 
of high taxes on the wealthy and the preservation of incentives. 
Professor Meade is of the opinion that equalization of incomes 
cannot be further advanced in Great Britain through taxation of 
the high income receivers but can be advanced through use of 
death and gift taxes. A successions tax is suggested with a maximum 
limit that any one individual may inherit (p. 48). The author, to 
some extent, prefers death and gift taxes to a high capital levy that 
would immediately equalize property holdings. 

The problem of monopoly is important because it subverts the 
workings of free competition which is considered very undesirable 
because competition “combines complete personal freedom with 
maximum economic efficiency” (p. 57). The discussion of monopoly 
gives the greater emphasis to the monopoly of labor along with 
competition between private and socialized industries. Professor 
Meade considers it essential for his Liberal-Socialist Solution that 
“the price mechanism should work in the labor market” (p. 69). 
The importance attributed to the restoration of the price mecha- 
nism in the labor market arises from a fear the monopolized control 
of labor prohibits full employment unless conditions of inflation 
exist. The monopoly problem is not adequately discussed in the 
American sense of size of firms, control of markets, use of advertis- 
ing, patent policy and the like. Actually the discussion leaves the 
impression that either the author is not particularly worried about 
monopoly or that he believes nothing much can be done. 

The final chapter discusses the critical British problem of finan- 
cial policy and the balance of payments. Here the return to the 
price mechanism involves higher prices for imported goods and 
reduced internal demand. The first goal is to be obtained through 
reducing the value of the pound and the second through appropri- 
ate internal fiscal and monetary action and free domestic markets. 
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The author is well aware of the dangers which have become appa- 
rent to all since his exchange advice has been followed. Apparently 
Professor Meade’s confidence in the success of devaluation is based 
on the prior re-introduction of the “miracle” of a successful working 
price system in Great Britain. 

The discussions of this book are very general and do not present 
new relationships. Its usefulness, and it is considerable, lies in the 
pithy and enlightened manner that solutions of British economic 
problems are formulated within the framework of the price mecha- 
nism. Many of these analyses are very pertinent to economic 
problems of the American scene, for example, agricultural price 
support programs, wage policy under conditions of strong unions 
and full employment, and maintenance of a stable price structure. 
The basic weakness of the study is the inherent inefficiency of the 
selection of economic goals by the price system operating through 
modern capitalistic markets. The principal strength is the difficulty 
demonstrated by British experience of establishing the framework 
of economic activity through a net of legal controls. 


Ricuarp W. LinDHOLM 
Michigan State College 


Handicrafts of New England. Allen H. Eaton. New York: Harper 
Brothers, 1949. Pp. xxi, 374 (exclusive of illustrations). $5.00. 


In his new comprehensive volume, aided by funds from the 
Russell Sage Foundation, Allen Eaton develops as convincing a 
case for handicrafts in our economy and in our civilization as is 
likely to be made. He sees clearly the position they hold in both 
respects. He bulwarks his discussion with a multitude of concrete 
examples of their educative, therapeutic, esthetic, social, and eco- 
nomic values. He gives names, places, dates. He quotes figures and 
sums and authorities. The care of the casualties from our wars 
has emphasized therapeutic and social phases as nothing else could 
have done. Depression emphasized the supplemental value of the 
income from successful well-directed handicraft work as the long- 
time figures from certain enterprises—personal, family, and com- 
munity—could not. The attention of certain museums, art galleries, 
and artists testifies to the frequent esthetic excellence of these 
handicrafts, and the superb illustrations in this book, more than 
a hundred and some in color, carry visual corroboration. The human 
element in many of these illustrations adds tremendously to their 
interest, and the personalities of the workers in these innumerable 
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subdivisions of the field come warmly through the extended text. 

Considerations of space rule out the temptation to relay some of 
the striking examples of conveniences, good living, or good educa- 
tion for children, earned through the steadfast and painstaking 
making of these articles fitted to a market outlet; examples of both 
the expert knowledge and the native ingenuity that have gone 
into the designs, the colors, and the execution; examples of success 
in many phases of the handicraft values. 

Perhaps the most convincing evidence of value is the fact that 
the New Hampshire legislature has annually appropriated money 
to the League of New Hamphsire Arts and Crafts for work through- 
out the state since 1933, and both Vermont and Maine have at 
times appropriated money for handicraft and guidance work. In 
his second inaugural address in January 1931 Governor Winant 
said “The rural sections of New Hampshire provide good farming 
land and should continue to return income to the industrious and 
intelligent farmer. The winters, however, are long and rigorous. 
If some inventive mind could establish winter industries which 
would provide the people on our hills and in our valleys with small 
craft industries during the winter, it would add appreciably to the 
happiness of their lives and to the total yearly income.” In the 
following May he appointed a commission to develop the plan. 
Some of these members had already been active in such work 
within the state and the League was soon formed as an implement 
to carry out these ideas. It has been satisfyingly successful. 

In that state and in others many individual workers and com- 
munities have established wide reputations for excellence in output, 
and at times and in places the returns have been definitely consid- 
erable. Fine hooked rugs have brought $300 each; communities 
have cleared several thousands in a year on prime products. Sports- 
men and winter vacationists the country over use the sportswear 
and equipment made by skillful and long-experienced hand workers 
in these states and in this region. Some of the dedicated sportsmen 
with money to spend will use no other. 

Allen Eaton’s handsome earlier volume, Handicrafts of the 
Southern Highlands, was eventually issued as a talking book and 
the American Institute of Graphic Arts selected it as among the 200 
“best made books” of the United States in the 1930-40 decade. 
This reviewer confidently expects equal recognition for this mag- 
nificent volume of New England. 


CAROLINE SHERMAN 
Bureau of Agricultural Economics , 
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NEWS NOTES 


Wells Allred has the position of Lecturer in Local Government during 
the fall semester at Cornell University. He will return to graduate work in 
the spring. 

Clifford Alston received his Master’s degree at Cornell University in 
August and has returned to his position with the Agricultural Extension 
Service at Arkansas State College. 

John Blackmore, at Harvard University on leave from the Tennessee 
Valley Authority for the last year and a half, has returned to the TVA in 
January to become acting head of the new Economic Analysis Unit in the 
Division of Agricultural Relations. 

Karl Brandt of Stanford University presented a series of three lectures 
in Los Angeles and Pomona, California in April and May, 1949 under the 
auspices of the Associated Colleges at Claremont. These lectures have just 
been published in book form by Claremont College under the title, “Ger- 
many, Key to Peace in Europe.” 

William F. Callender retired from the chairmanship of the Crop Report- 
ing Board of the USDA December 31. He has served the Department of 
Agriculture since 1905. Mr. Callander has been Chairman of the Crop 
Reporting Board since 1924, except for those periods when he was called 
upon to serve in other capacities, as in the position of Assistant Adminis- 
trator of the Agricultural Adjustment Administration in 1935-37, and as 
Chief Statistician for Agriculture in the Bureau of the Census in 1945. 
Since early 1946 he has been Assistant Chief of the Bureau of Agricul- 
tural Economics in charge of agricultural estimates. He will be a Visiting 
Lecturer at the University of Florida during the second semester of 1949- 
50, offering a course in advanced agricultural statistics. 

George L. Capel, who recently completed work for the Master’s degree 
in Agricultural Economics at North Carolina State College, has joined the 
staff of the Fruit and Vegetable Section of the Cooperative Research and 
Service Division, Farm Credit Administration. 

G. Alvin Carpenter is on sabbatical leave from Utah State Agricultural 
College during the 1949-50 school year to work toward his Ph.D. at Cornell 
University. 

James P. Cavin, BAE; Robert B. Schwenger, OFAR; Lionel C. Holm, 
PMA; George B. Rogers, BAE; and Harold L. Koeller, OFAR have been 
named as a steering committee to make an appraisal of factors and trends 
in world demand for United States agricultural products. Tentative plans 
call for preparation of a three-volume report over a two-year period. 

J. M. Cowden, recently milk fat and egg specialist in the Food rationing 
and Distribution Branch, Military Government, Germany, has joined the 
staff of the Dairy Section, Cooperative Research and Service Division, 
F.C.A. 

William H. Dankers, Extension Specialist in Marketing at the Uni- 
versity of Minnesota, has been on leave of absence since June 1 to serve as 
Visiting Consultant, Food, Agriculture and Forestry Division of the Office 
of Military Government, Bavaria. 

George H. Day, who has recently been working on consumption statis- 
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tics of fluid milk in the Division of Dairy Statistics, Bureau of Agricultural 
Economics, transferred to the Office of Foreign Agricultural Relations, 

B. K. Doyle, who has been doing teaching and research in the field of 
marketing at Mississippi State College, is resigning February 15 to accept 
an appointment in the Sugar Branch of the Production and Marketing 
Administration in Washington. 

Louis J. Ducoff, Division of Farm Population and Rural Life, BAR, 
received his Ph.D. in economics in May 1949 from The American Uni- 
versity. A major portion of his thesis explored production function tech- 
niques for measuring marginal productivity of labor and capital in agricul- 
ture. 

Paul J. Findlen has been with the ECA in Ireland during the past year 
and returned to his former position as Extension Economist with the 
Federal Extension Service, USDA, January, 1950. 

Karl Gertel has joined the staff of the BAE, Division of Land Economics, 
and is at present headquartered at Ames. Mr. Gertel is a graduate of 
Cornell and holds an M.S. from Iowa State College. 

James Gwin received his Ph.D. from Cornell in September and has re- 
turned to his position of professor of Poultry Marketing at the University 
of Maryland. 

Richard T. Hartwig has been appointed assistant professor at Michigan 
State College, effective January 1, 1950. He will serve as extension special- 
ist in agricultural economics in Michigan’s Upper Peninsula. For the past 
several years, Hartwig has been doing graduate work at the University of 
Chicago. 

F. F. Hill will be on sabbatical leave from Cornell University during the 
spring semester of 1950. He will conduct a study in the field of agricultural 
finance, working with the National Bureau of Economic Research in New 
York City. 

Gerald Huffman, who has been a member of the Agricultural Extension 
Group at Harvard University during the past two years, has joined the 
staff of ECA to help develop an agricultural extension program in Italy. 

Magnus B. Johnson of the Bureau of Land Management, Department 
of Interior, stationed at Billings, Montana, has been appointed agricultural 
economist with the Economic and Credit Research Division, FCA. 

Paul E. Johnston, professor of farm management at the University of 
Illinois, has been granted a six-month leave of absence beginning Feb- 
ruary, 1950. He will develop materials for use in farm management classes. 

Edward E. Kern, graduate student and Research Assistant in the de- 
partment of Agricultural Economics, Louisiana State University, has ac- 
cepted a position as assistant professor in the department of Agricultural 
Economics at the College of Agriculture, Mississippi. 

Hugh C. Kiger, formerly associate director of a marketing research 
agency in New York City, has joined the staff of the Special Crops Section, 
Cooperative Research and Service Division, FCA. 

Kristjan Kristjanson, formerly with the Forest Products Laboratory 
and the University of Wisconsin at Madison, has joined the staff of the 
Division of Land Economics, to be stationed at Brookings, South Dakota. 
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Mirko Lamer, Food Research Institute, Stanford, was on leave of ab- 
sence for the autumn quarter to work in Washington, D. C. with the U. S. 
State Department. 

H. Alan Luke, formerly associate professor in Agricultural Economics 
and farm management, and associate agricultural economist of the Experi- 
ment Station, University of Maine, has accepted a position in the Fluid 
Milk Division of the Production and Marketing Administration in Wash- 
ington. 

.. A. Lutz has been on leave of absence from Cornell University to study 
the fiscal and administrative aspects of public welfare in upstate New 
York for a Special Committee on Welfare of the New York Joint Legisla- 
tive Committee on interstate cooperation. 

Milton L. Manuel returned to Kansas State College September 1, 1949 
after a leave of absence to take advanced work at the University of Min- 
nesota, and will assume duties in cooperative marketing. 

Chester O. McCorkle, Jr., has returned to the University of California 
as assistant specialist in the Experiment Station, with the Division of 
Agricultural Economics after a year with the Bank of America’s Research 
Department in San Francisco. 

M. C. Merrill, Chief of Publications of the USDA since 1925, retired on 
December 31. 

Marshall E. Miller, graduate student and research associate in the de- 
partment of Agricultural Economics, Louisiana State University, has ac- 
cepted a position with the Sugar Section of the PMA in Washington and 
will report for duty February 1. 

Sterling R. Newell, Deputy Assistant Administrator for Marketing, 
Production and Marketing Administration, was appointed to succeed 
William F. Callander as chairman of the Crop Reporting Board and As- 
sistant Chief of the BAE in charge of agricultural estimates in December. 

Kenneth H. Parsons is on leave for one year from the University of 
Wisconsin serving as chief of the Agriculture division in the Food and 
Agriculture section of the Office of the special representative of the ECA. 
His work is concerned with the special problems of agricultural production, 
food consumption, and trade of agricultural products arising in the ad- 
ministration of ECA in the various countries and in their post-ECA adjust- 
ments. He and his family are residing in Paris. 

Allen B. Paul has been granted a year’s leave of absence from the Uni- 
versity of Illinois during which time he will work with the Brookings 
Institution. 

C. W. Pierce, Department of Agricultural Economics, Pennsylvania 
State College, while on sabbatical leave is serving as Regional Project 
Leader for the Southern Regional Dairy Marketing Project and is located 
at Mississippi State College. 

John R. Raeburn, formerly of Oxford University and now at the London 
School of Economics and Political Science, will teach a course in Prices and 
a course in Agricultural and Food Problems and Policies at Cornell Uni- 
versity during the 1950 summer session. 

Rex D. Rehnberg, newly appointed assistant economist in the Experi- 
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ment Station, University of Arizona, finished his work for Ph.D. at Purdue — 
last summer. He has degrees from Cornell and the University of Nebraska, © 

George C. Retson, associate economist, Canadian Department of Agri. _ 
culture in charge of Maritime Office, is to be on leave of absence during the 
spring semester, 1950, to work toward an M.S. degree at Cornell Uni. © 
versity. 

O. J. Scoville, Division of Farm Management and Costs, BAE, is serving 
as Technical Assistant to the North Central Farm Management Research © 
Committee (Farm Foundation) with special reference to the economics of — 
soil conservation. 

Elmer Searles was on a two-month cooperative appointment this past — 
fall with the Division of Agricultural Economics of the Federal Extension 
Service to prepare a handbook of milk marketing materials for state ex. ~ 
tension economists. 1 

Solomon Sinclair, associate professor of Agricultural Economics at the © 
University of Manitoba, was appointed acting chairman of the department 
of Economics and Sociology upon his return from an extensive trip in 
Europe and Israel. He visited the United Kingdom as a member of the © 
Canadian Agricultural Services Mission to that country. He also attended © 
the International Conference of Agricultural Economists at Stresa, Italy, 

Leland Spencer, professor of marketing, was one of the U. S. Official 
delegates to the International Dairy Congress in Stockholm, Sweden, last © 
August. He also attended the International Conference of Agricultural 
Economists at Stresa, Italy, and spent several weeks studying government 
policies with reference to the milk industry in various countries of Western 
Europe. 

Clyde E. Stewart, Division of Land Economics, BAE, has returned from 
a period of leave during which he took graduate work at Iowa State 
College. He is to be stationed at Bozeman, Montana. 

Christian Stokstad, who has been working in the Western States, has 
transferred to the Division of Farm Management and Costs, BAE. 

Thomas Strong, stationed at Harvard University during the past two 
years under a Commonwealth Fund Grant, is returning to Australia to 
become assistant chief of the Bureau of Agricultural Economics. 

W. Preston Thomas, head of the department of Agricultural Economics, 
Utah State College, returned to duty July 1 after having spent six months’ 
leave visiting various colleges and universities for research administration 
on training of marketing personnel. 

Vladimir P. Timoshenko, Food Research Institute of Stanford Uni- 
versity, has returned to his office after a sabbatical leave of six months. 

Norman R. Urquhart has resigned his position as agricultural economist 
with the research division of the Soil Conservation Service to accept @ 
similar position with the Federal Reserve Bank of Chicago. He has been 
working on a cooperative project dealing with the Economics of soil con- 
servation with the University of Ilinois. 

L. M. Vaughan of the Extension Service, USDA, will teach courses in 


Rural Economics and Farm Management at Cornell University during the 
1950 summer session. 
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